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TRENDS, AND CASH FLOWS 
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_N LATE February and in early March, the tone of 
usiness statistics, if not their level, continued the 
1odest improvement that has been apparent since early 
1 the year. In September, it was hard to find an im- 
ortant statistic that was not declining, or obviously on 
he brink of a decline; by March, most of the short-term 
eclines that analysts associate with the postwar busi- 
ess cycle appeared to be well behind us. 


batement of Recessionary Pressures 


The leading indicators that are supposed to herald the 
ransition from recession to expansion have lost the 
niformly downward tendency that prevailed in the 
all; a few of the indicators—stock prices, business 
ailures and raw materials prices—have shown signifi- 
ant improvement, while the rate of decline in a few 
thers seems to have slowed. While the present behavior 
f the leading indicators is hardly an unequivocal state- 
aent of optimism, as a group they are now behaving 
‘bout as well as they did in early 1958, when business 
vas passing through its last recession trough. 
Indicators of conditions in the labor market also 
uggest that the pressures of recession have begun to 
bate. THe ConreRENCE Boarp’s help-wanted index 
nd the seasonally adjusted unemployment rate pub- 
shed by the Bureau of Labor Statistics have both 
lowed their rate of decline in the past three months, 
nd both the accession rate and the layoff rate seem to 
e stabilizing at levels near those experienced in early 
958. Tue ConFERENCE Boarp’s diffusion index, which 
3 a summary measure of the direction of a dozen busi- 
ess measurements, improved modestly in January, and 
aore pronouncedly in February. 

Throughout the length and breadth of the Federal 
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Reserve’s industrial production index, declines seem to 
be attenuating and strengths have begun to appear. 
Steel production—not exactly the bellwether industry it 
was a decade ago but still deserving of respect—has 
turned a corner, and the industry’s order books suggest 
further improvement in the second quarter, even with- 
out benefit of much ordering from Detroit. In a few 
other areas of the metalworking industries, ordering 
rates have started mildly uphill. 

Among production series, the automobile industry is 
now the principal laggard. First-quarter production ap- 
parently fell to no more than 1.2 million, and the pro- 
duction outlook for the second quarter suggests only 
moderate improvement. Suppliers to the automobile © 
industry are already writing off the 1961 model year 
(though not the calendar year) in so far as passenger-car 
production is concerned, since the inventory of 1961 
model cars has continued to hold near the million mark. 


Readied for the Turn 


While the importance of the automobile industry, 
like the steel industry, is no longer so great as it was ten 
years ago, prospects for moderate automobile output for 
the next several months certainly weigh against any 
rapid turnaround in activity for the metalworking sector 
as a whole. Nevertheless, the automotive production 
rate, like the steel rate, is well deflated; the recession in 
these two traditional centers of the business cycle seems 
clearly over. 

Other traditional signs of a general business turning 
point are also making their appearance, as early as even 
the most sanguine optimists might have expected. In 
March, the Department of Commerce released the 
results of its annual full-year survey of businessmen’s 
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intentions to purchase plant and equipment. Implied in 
the survey was a very mild decline in the first half of the 
year, followed by a mild upturn in the last half. THe 
CONFERENCE Boarp’s series on capital appropriations 
of manufacturing industries, compiled under the spon- 
sorship of Newsweek magazine, finds a bottoming out of 
the decline in appropriations in the fourth quarter of the 
year. This series has a lead of several quarters over 
actual spending; the end of the decline in appropriations 
in late 1960 is thus entirely consistent with an end to the 
decline in actual spending in mid-1961, as found in the 
Commerce survey. There is some obvious caution, how- 
ever, in the sharply offsetting trends within the total of 
capital appropriations: see the article on page 10. 

This flattening out in the trend of capital spending 
occurs at a time when inventory liquidation is proceed- 
ing at something like a $5-billion annual rate. Liquida- 
tion of inventories has been in progress for about nine 
months, at a gradually accelerating pace. Sales rates 
have also declined during this period, and the inventory- 
sales ratio for general business has risen, as it custom- 
arily does during recession. But the rate of rise in the 
ratio has been quite moderate, and the level of the ratio 


The Balance of Cash Receipts and Payments of the Federal Government 


Billions of dollars, seasonally adjusted rates 
Source: Federal Reserve 
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itself is still substantially below the peak reached i 
early 1958. This suggests that the prolonged liquidation 
experienced in the second and third quarters of 195§ 
may not be repeated under present conditions. 
Reports on the condition of the business sector thus 
seem to suggest that it has weathered a relatively milé 
storm very satisfactorily, and is now emerging inté 
calmer seas. Consumers, on the other hand, still seem té 
be encountering headwinds. The volume of retail trade 
badly restricted early in the year by snow as well as 
recession, was improving rapidly by late February, ané 
the improvement continued into early March. However 
conditions surrounding the consumer sector still carry 
some of the atmosphere of recession. Consumer atti- 
tudes remain uncertain, and sales of big-ticket items i ft | 
general have continued slow, as they did for two full 
quarters after the business trough in early 1958. ; 
; 
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“On Dead Center” 


As the first quarter draws to a close, business condi: 
tions as a whole thus seem to be on dead center, afte 
three quarters of persistent but moderate decline. 
typical business cycle fashion, the areas and industri 
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ielp-wanted Index and the Civilian Employment 
ate, 1959-1961 Seasonally Adjusted 


* Per cent of civilian labor force employed 
Sources: B. K. Davis & Bro. Advertising Services; Department of Labor; The Conference 
Board 


1959 1960 1961 


nat were struck hardest now seem nearest to an upturn, 
ad a few have already emerged into expansion. Most 
nalysts now expect that more industries will gradually 
in the uptrend as the second quarter progresses. 


aNP on the Way Up? 


With the cyclical declines in output now clearly 
bating, there is a strong likelihood that gross national 
roduct is already turning around and heading moder- 
ely upward. In the first quarter of the year, the net 
irection of GNP was slightly downward. Measuring 
om the fourth quarter of 1960 to the first quarter of 
ne new year, mild declines are indicated in producers’ 
able equipment, and in private construction. (The 
tter, in turn, reflects a significant decline in residential 
uilding offset by a further advance in nonresidential 
ructures.) Inventory demand also fell further —that is, 
ventory liquidation has proceeded at a faster rate— 
nd the total rate of gross private domestic investment 
as subsided a little further in the first quarter, follow- 
ig very sharp declines in the preceding three quarters. 
The rate of personal consumption expenditures was 
ridently about unchanged in the first quarter, as de- 
ines in outlays for goods were offset by the usual rise 
1 the estimate of spending for services. Based on the 
resently available figures, government purchases of 
pods and services in the first quarter continued the 
radual advance of 1960, while net exports declined 
om the very high rate of late 1960. 
On balance, total expenditures for goods and services 
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in the first quarter appear to have run at about a $500- 
billion annual rate. This is very little changed from the 
rate in the first quarter of 1960, in terms of current 
dollars, but is evidently about 1.5% less in terms of 
real output. 


Personal Income Is High 

While gross national product has been virtually un- 
changed for five quarters, developments on the income 
side of the national accounts have been rather striking. ° 
Personal income is now running about $11 billion higher 
than in early 1960, partly as a result of a $3.5-billion 
increase in the annual rate of transfer payments. Farm 
income has also helped to contribute to the higher levels 
of personal income prevailing in early 1961. 

In the corporate sector, on the other hand, the profit 
rate has fallen persistently ever since the first quarter of 
1960, and is now running at roughly 20% below its level 
of a year earlier, on both a before-tax and after-tax 
basis. Since dividend payments (which are a part of 
personal income) have actually increased slightly during 
this period, the rate of undistributed earnings has fallen 
in its customarily precipitous fashion—in fact, by very 
nearly 50%. In turn, the decline in undistributed profits 
has been partly offset by a continuing increase in de- 
preciation allowances; the corporate cash flow, including 
undistributed earnings and depreciation allowances, has 
declined by about 10%. 

The decline in corporate profits in this recession has 
actually been somewhat milder than in previous postwar 
recessions. For this series, however, as for many others, 
there has been little or no growth over the past several 
years, and the current level of corporate earnings is not 
very different from its level in late 1954. Here, too, mild 


Help-wanted Index 


In the past three months, THE CONFERENCE 
Boarp index of help-wanted advertising (based 
on B. K. Davis & Bro. Advertising Service 
data) has remained virtually unchanged. 

After reaching a cyclical high of 110.1 (1957 = 
100) in February, 1960, the index declined for 
seven consecutive months to 82.6 in September. 
It rose to 84.6 in October and then dropped 
again to 82.2 in November and 79.0 in Decem- 
ber. The index edged up to 79.9 in January and 
then eased off to 79.3 in February. 

In the past, movements of the help-wanted 
index have paralleled changes in the civilian 
employment rate. (See chart.) 


cyclical decline has interposed, following a prolonged 
period of stability; current concern with profits arises 
more from its level than from its cyclical response. 

In the Federal Government sector, the newly avail- 
able figures on seasonally adjusted receipts from and 
payments to the public contain some interesting insights 
on recent developments. Shown in the accompanying 
chart is the movement of the balance in the Federal 
Government’s cash flow, in terms of. net excess of 
receipts or payments. Worth noting in these statistics 
are the following points. 

a. In the late stages of the 1958-1960 recovery, the 
cash balance of the Federal Government swung extraor- 
dinarily sharply from a $15-billion deficit to a $6-billion 
surplus. This is sharper than any other movement 
shown on the chart, except for the swing toward a 
surplus in the late quarters of 1953 (the 1958 swing, as 
shown in the second panel of the chart, looks as sharp, 
but it is largely the product of a pronounced excess of 
payments in the second quarter of 1953, reflecting the 
annualization of retroactive pay increases for federal 
employees). If the series were charted as a continuous 
time series, the upward surge of the balance in 1959 and 
early 1960 would look even more impressive.! 

&,. The 1960 recession began with the Federal Gov- 
ernment enjoying a larger excess of receipts than pre- 
vailed at the start of any of the earlier postwar reces- 
sions. By the fourth quarter, the excess of receipts had 
already declined notably, and a further decline has 
doubtless occurred in early 1961. However, this decline 
is being negotiated without the assistance of tax reduc- 
tion (this was also true in the immediately preceding 
recession). In the 1953-1954 recession, the rapid reversal 
from an excess of receipts to an excess of payments was 
associated with an extremely large tax reduction cover- 
ing corporate and individual income-tax rates and many 
excise taxes. Tax reduction, of more moderate propor- 
tions, also accompanied the 1948-1949 recession. 

For the two most recent periods shown on the chart 
(the expansion from the second quarter of 1958 to the 
second quarter of 1960, and the contraction from the 
second quarter of 1960 to date), the data impressively 
suggest the enormous counterweight now opposed to the 
business cycle by the cash flow through the government 
sector. Assuming no change in tax rates and no im- 
portant alteration of present programs for government 
spending, a vigorous recovery in private business would 
now doubtless reproduce the same kind of sharp advance 
in net receipts that was experienced in 1959. If govern- 
ment spending programs are amplified, the net balance 
in the government sector could continue to decline for a 


1Such a straight time series version appears on page 139 of the 
February, 1961, issue of the Federal Reserve Bulletin 
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few quarters, as it did in the two quarters following th 
1958 trough, before beginning to rise. 


Federal Sector’s Volatile Influence 


In any event, the charts make the point that t 
government sector’s cash flow is now as volatile a 
influence on the business cycle as inventory policy, in 
the sense that the net change is as great. The directions 
of the two changes are, of course, inverse; as the rate 
inventory accumulation mounts, the Federal Govern 
ment’s cash flows tend to move into an excess of r 
ceipts. The increased rate of investment by the busine 
sector is thus offset by an increased rate of saving in t 
government sector. How this will operate in any pa 
ticular cycle may be a function of tax rates and govern 
ment spending. But, apart from such changes, th 
mechanism itself is now a substantial stabilizer acting t 
reduce both the recession and expansion phases of the 
cycle. 

Much of the optimism that has pervaded the busine 
system (and most certainly Wall Street itself) stem 
from the belief that expanding government spendi 
under a Kennedy Administration will disarm thi 
stabilizing machinery in the coming recovery. Spendinj 
may then rise as rapidly as receipts and thereby prevent 
the development of a large surplus of receipts. This 
proposition is hard to argue with, in the light of the 
steady barrage of new programs being fired off along the 


Potomac. However, there remains a thin picket line oj 


unreconstructed bears who continue to take the vie 
that the fundamental problems facing the Americal 
economy are international in nature, and that furthel 
uses of government spending to drive the domesti 
economy upward will result in further complications 
our international position. 
This argument may have lost a little of its cogency i 
the last half of 1960, when American exporters openet 
up a gratifyingly large merchandise trade surplus wi 
the rest of the world. Moreover, the gold outflow, whidl 
has been by far the most bruited symptom of our inte 
national economic problems, came to a halt in recent 
months. Nevertheless, few economists disagree with the 
proposition that we are now involved in a world econ 
omy on very competitive terms, indeed, and that ot 
cost and price levels remain a proper source of concern 
In recent months, American exports fell somewh 
more than seasonally, and the export surplus, which ha: 
been rising, has about stabilized. Three figures do not 
make a trend, but behind the concern over our expor 
balance is the possibility that the European boom (an 
hence Europe’s importing rate) may be flattening ou 
while our own recovery will imply some increase in 0 
imports of raw materials. Among many sophisticated 
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ists, these considerations continue to claim a 
ise appraisal; they suggest another possible damper on 
» rate of recovery in late 1961, in the form of a re- 
ced net export balance.—A. T. S. 


UNEMPLOYMENT: THE IDES OF APRIL 


* HIS February eighth news conference, President 
mnedy, in stating his views on the likelihood of a tax 
t in 1961, noted that “in April we will try to make 
other judgment on the state of the economy.” 
Doubtless, at the top of the list for review in April is 
2 unemployment situation. Just a few days after the 
esident’s news conference on February 8, the De- 
rtment of Labor announced that the nation’s jobless 
val in January had risen to 5.4 million, a postwar high 
>that month. In February, unemployment rose more 
an seasonally to 5.7 million. This is a record high for 
past twenty years in terms of absolute numbers, but 
ll significantly below the peak percentage unemploy- 
ent rate of mid-1958. 


iree Possibilities 


In selecting April as a time of decision, the President 
ose a month which, on the basis of strictly seasonal 
pectations, is likely to show a reduction in unemploy- 
pnt of at least half a million from any month in the 
t quarter of this year. Based on January unemploy- 
pnt levels, normal seasonal factors would indicate 
employment in April of 4.8 million. Based on actual 
‘bruary unemployment, the seasonal trend would 


employment Expectations in 1961 


yx No change in production and employment beyond February base period is assumed 


\A Furthermore, an average increase in the labor force of 100,000 per month is as- 
sumed; data in millions of persons 


Sources: Department of Labor; The Conference Board 
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WITH NO CHANGE 
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indicate joblessness in April of 5.0 million, or about 
200,000 above the estimate drawn from the January 
base. This increase in the estimate reflects, of course, the 
more than seasonal increase in actual unemployment 
from January to February. Even this higher estimate is 
about 400,000 below actual unemployment in January. 

Unemployment in April could, of course, rise above or 
fall below expected seasonal levels. If business condi- 
tions are now still worsening, joblessness could con- 
ceivably set a new record for the year. If, on the other 
hand, a stronger than seasonal spring upturn in hiring 
is now in progress, then April unemployment might be 
reduced to 4.6 million or 4.7 million. Between March 
and April of 1960, unemployment fell by 192,000 more 
than normal seasonal expectations; in 1959, seasonally 
adjusted unemployment declined by more than 300,000 
in April. 

Assuming a roughly ‘normal’? movement of unem- 
ployment, yielding a level of 5 million in April, where 
will the figure go in the immediately ensuing months? 
By June, when large numbers of students enter the job 
market seeking summer employment, normal seasonal 
factors and expected additions to the labor force would 
indicate unemployment in the neighborhood of 5.5 
million. If the midyear level of unemployment is to be 
merely held at the expected April level, then approxi- 
mately 500,000 more new jobs than normally appear in 
this period will have to arise between spring and summer. 


The BLS Assumptions 


What about unemployment after midyear? If there 
were to be no economic recovery in 1961, and no sig- 
nificant increase in employment, seasonal factors and 
expected growth in the labor force would indicate unem- 
ployment at year end of about 5.6 million, or about the 
current level. 

Above all, it will be the changing economic environ- 
ment, more than the effects of seasonal variation and 
labor force growth, that will ultimately decide whether 
unemployment will be reduced very significantly this 
year and next. Seasonally adjusted unemployment in 
the last quarter of 1960 amounted to 4.5 million, or 
6.4% of the labor force; what level of gross national 
product is required in the fourth quarter of this year, if 
unemployment is not to be any greater than it was in 
the fourth quarter of 1960? 

In recent calculations of the possible course of unem- 
ployment in 1961, the Bureau of Labor Statistics made 
the following assumptions: (1) the current business 
cycle will reach a trough in the second quarter; (2) 
by the fourth quarter of 1961, output per man-hour will 
be 2% above the same quarter a year ago; (3) there will 
be some recovery in hours worked; and (4) the labor 


5 


force will number 72.1 million by the fourth quarter of 
this year. 

Gross national product in the fourth quarter of 1960, 
the base period used, amounted to $503 billion. To this 
total the BLS productivity estimate adds $10 billion; 
the assumed growth in the labor force adds another $8- 
$10 billion; and the assumed improvement in hours adds 
$2-4 billion more. Thus GNP must rise to about $525 
billion in the fourth quarter of 1961 if unemployment is 
not to rise above year-ago levels. Moreover, this as- 
sumes no change in prices in 1961; if prices continue to 
rise this year at the same rate as in 1960, then the GNP 
requirement, in current dollars, becomes about $535 
billion. In order for unemployment to be reduced to 4% 
of the labor force by the fourth quarter of 1961, real 
output will have to rise about 7.5% over a year ago. 
With rising prices, a 9% rise is indicated. This implies an 
expansion approximately equal to the rise that occurred 
in the recovery period from the first quarter of 1958 to 
the first quarter of 1959. 

Recent trends in the growth of the labor force suggest 
the possibility of at least one modifying influence on 
unemployment in the months ahead. Since the onset of 
the current recession in May of last year, the number of 
women entering the labor force has slowed somewhat. 
During the months prior to the recession, female addi- 
tions to the labor force averaged approximately 100,000 
per month, after seasonal adjustment. From midyear 
onwards, however, the female labor force, on the aver- 
age, has grown at about half that rate. If women con- 
tinue to enter the labor force in smaller numbers, as they 
have been doing since last summer, then the unemploy- 
ment situation in the months ahead will be to that 
extent alleviated.—A. T. 


er 


CROSS CURRENTS IN CAPITAL GOODS 


THE MILDLY negative influence that a decline in 
capital spending has exerted on business conditions is 
expected to end in the second half of this year. Plant and 
equipment expenditures by nonagricultural enterprises 
have eased about 7% since mid-1960—from $36.3 billion 
to an estimated $33.8 billion (seasonally adjusted an- 
nual rate) in the current quarter. However, according to 
a joint report by the Department of Commerce and 
SEC, second-half outlays should rise to a $35.0-billion 
rate as compared with an expected investment of 
$34.1 billion in the first half. For the year as a whole, 
expenditures are estimated at $34.6 billion, only 3% 
below last year. If these expectations are realized, the 
1960-1961 decline in capital spending will be the mildest 
of the postwar period. 


The modest decline in capital spending to date reflect: 
many cross currents. Weak demand for industrial equip: 
ment has been partially offset by strength in the market 
for commercial equipment. Furthermore, while total} 
outlays for equipment have declined, expenditures fé 
plant actually continued to rise. Lastly, the decline it 
corporate cash flow in 1960 was generally quite mode 
ate in view of the excess capacity prevailing in man 
industries. 


Equipment Output 
The bulk of the contraction in output of busines 
equipment has been centered in industrial equipmen 
(which includes heavy, special industry and meta 
working machinery, and transformers and control af 
paratus). Production of industrial machinery reached 
peak in the first quarter of 1960, and has since the 
declined about 5%. On the other hand, production 
commercial equipment (which comprises office an 
service equipment, including electronic computers, ami 
telephone equipment) continued rising until the thir 
quarter, and has since eased only slightly. 
Output of commercial equipment has typically de 
clined less than industrial machinery during a recessiot 
but the recent strength in such purchases has bee 
substantially more pronounced than in previous com 
parable periods. For instance, during the 1957-1958 de 
cline, the peak in operations of commercial equipment 
manufacturers lagged only one quarter behind indus 
trial equipment; the subsequent decline was 19% 
commercial machinery and 27% for industrial machinery 
The firmness in the commercial equipment market i 
even more significant when related to the 1958-196 
expansion. Although the present decline in productiot 
of industrial equipment has been mild, its prior rise was 
also restrained, and the 1960 peak was actually 39 
below the record level of 1956. In contrast, the 196 
peak in commercial equipment exceeded its 1957 higl 
by fully 17%. The shift in the relationship between thes 
two types of capital equipment evidently reflects ai 
accelerated emphasis on cost-cutting expenditures, a 
against outlays associated with capacity expansion 
Recent trends in new orders indicate a continuation ¢ 
this tendency for the near term, at least. According to’ 
survey by McGraw-Hill, manufacturers of office equip 
ment anticipate a 6% rise in new orders over last yea 
compared with an average 2% decline expected for t 
nonelectrical machinery industry as a whole. 


Plant vs. Equipment 


The extended rise in private expenditures for no 
residential construction has been shared in varyi 
degree by most categories of such construction. Ho 
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vital Outlays by Industry 


Billions of dollars seasonally adjusted at annual rates 
Sources: Department of Commerce and Securities and Exchange Commission 
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ever, most of the impetus has come from the surprising 
strength in industrial construction and a strong recovery 
in commercial activity since mid-1960. The firmness in 
manufacturing construction is in sharp contrast to the 
considerable declines that occurred in the three previous 
business downturns. New industrial construction put in 
place averaged $3.02 billion (seasonally adjusted at an- 
nual rates) in the first quarter, about equal to the fourth- 
quarter rate and 2% above the third quarter. 

Meanwhile the increase in commercial activity reached 
a record $4.49 billion in the January-March period. 
The uptrend in this latter category is largely owing to 
the continued boom in office building and store con- 
struction. Among other classifications, public utility and 
institutional outlays have been rising irregularly since 
late 1960, while farm construction has been easing. 

Nor does the recent trend in contract awards indicate 
any noteworthy weakness in nonresidential construction 
in the months ahead. The value of nonresidential con- 
tracts as a whole averaged about 13% above year- 
earlier levels during the second half; although it weak- 
ened somewhat in January and February, it was still 
about 8% higher than in 1960. Awards for commercial 
construction are still strong but they have generally 
eased somewhat for manufacturing in recent months. 
Public utility awards have been soaring. 


Cash Flow and Capacity 


Capital spending is closely associated with the level of 
business operations, and, more specifically, with the 
adequacy of capacity and the cash flow. The presence 
of a margin of excess capacity in many industries such as 
steel, oil, paper and aluminum is well recognized. As a 
reflection of the adequacy of capacity, the volume of 
unfilled orders (which is a rough indicator of pressures 
on capacity) has been running at its lowest rate in ten 
years, viewed alone or in relation to sales. But the 
inroads made on earnings have not caused any serious 
deterioration in internal funds available for expansion of 
fixed assets. A continuing uptrend in depreciation 
charges has kept the general decline in cash inflow 
within moderate proportions. Funds flowing into corpo- 
rate treasuries declined steadily throughout 1960 from 
$33.7 billion in the first quarter to an estimated $29.5 
billion in the fourth quarter. However, the inflow still 
approximates the level prevailing in early 1956, which 
supported a higher rate ef capital expenditures than 
currently. 

Based upon its average 1948-1959 relationships to 
both cash flow and unfilled orders-sales ratios (as set 
forth in an article in the October, 1960, issue of The 
Business Record), capital expenditures should decline 


_ modestly through the third quarter of this year. The 
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decline foreshadowed in this approach is derived mostly 
from an estimated first-quarter decrease in cash flow; 
backlog-sales ratios have been relatively stable recently 
although at depressed levels. 


The Short-run Outlook 

Despite the expectation of a second-half recovery, 
evidence supporting a sustained advance in capital 
spending is still lacking, with almost as many industries 
programming further declines as increases (see the 
chart on page 7). In manufacturing, cutbacks are 
slated for producers of primary iron and steel, paper and 
allied products, and textile-mill products. In nonmanu- 
facturing, declines are anticipated for the transportation 
and commercial categories. Most of the strength is 
expected to come from the machinery, motor vehicle, 
petroleum, chemical, and public utility industries. 

Closely related to the hesitant character of the upturn 
were the sober expectations of 1961 sales by producers, 
expressed in late January and February. Manufacturers 
saw only a 3% increase in sales in 1961 over last year; 
in early 1958, when business activity was also declining, 
an 8% rise was foreseen. Of course, such expectations are 
subject to sudden changes, and sales estimates have 
characteristically tended to understate the magnitude 
of a rise during a recovery. But even an increase moder- 
ately greater than anticipated would not absorb the 
substantial excess capacity existing in many manufac- 
turing industries. (This implies that the hoped-for up- 
turn in manufacturing outlays would still be largely 
motivated by cost-cutting considerations, at least in the 
early stages.) 

Finally, viewed in relation to the business cycle, 
prospects for capital outlays still remain clouded. 
Cyclical troughs in plant and equipment expenditures 
tend to lag behind those of overall business activity, and 
a clearer indication of general recovery than is now 
available may be required before the capital goods 
sector can respond more favorably.—J. R. 


WHERE ARE THE VACANCIES ? 


THE UPWARD drift in residential housing vacancy 
rates since 1957 grew more pronounced in 1960. The 
ratio of available vacant dwelling units! to the total 
supply of housing rose from 2.7% at the end of 1957 to 
3.2% in 1959 and to 3.7% in the fourth quarter of 1960. 
This addition of 0.5% during the past year implies 
roughly 300,000 more vacant units, or nearly one fourth 
of the total number of housing starts in 1960. 

Since the vacancy rate is an important statistic in 
evaluating residential building prospects, any significant 
change in its level deservedly attracts attention. An 
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- significant since they broadly reflect the relative tightness or sla‘! | 


expanding number of unoccupied living quarters is 
general, a reflection of increasingly abundant supply, © 
turn, a more abundant supply is associated with 
downward pressure on rents and home values o 
decline in residential building activity —or both. He 
ing starts, in fact, receded 18% from 1959 to 1960, ¢ 
have exhibited no particular tendency to recover 
early 1961. An impressively large proportion of hous 
analysts now seem convinced that the demand sidey 
the housing market has temporarily weakened. 

Of course, aggregate data on vacancies may not 
flect what is happening in specific housing mark 
there may be a surplus of housing in some locations, 
a shortage in others. Even within a community, an o 
supply may exist for certain types of housing, wi 
shortages obtain for other types. The available figuy 
suggest that a portion of the rise in the vacancy rate} 
reflected transitory adjustments, rather than mi 
excesses of total supply. 
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Core of the Rise 


The ascent in vacancies has been concentrated 
rental housing. In the fourth quarter of 1960, about 
million (or 7.6%) out of approximately 22 million ay \\ 
able rental units, were vacant as compared with P' 
million (or 5.3%) of the 21-million supply at the end 
1957. Some 400,000 vacancies out of approximately ¢ 
million homeowner units meant a 1.2% vacancy rat 
the end of 1960 This compares with a 0.9% vaca a 
rate in the fourth quarter of 1957 when there were sd 
300,000 unoccupied units out of a supply of 91.5 millifke 
In the past three years, the number of rental vacani 
has therefore expanded by about 600,000 in contrasif}), 
a modest rise of 100,000 in homeowner vacancies. }} 

The proportion of vacancies traditionally tends te iq 
higher for rental units than for purchased housih, 
Housing accommodations built for sale are often § Hi 
before construction, whereas rental units are usually 1. 
after completion. Consequently, lags between the ot. 
pletion of units and their occupancy are more freqt I. 
for rental units than for homeowner units. Secondly, jy 
owner of a residence usually does not vacate it until hy 
sold, whereas a tenant often moves out of a hom B 
apartment before it is rented. Finally, if an empty h | 


which has been up for sale fails to find a ready custor 


peer 
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1 Vacancy rates throughout represent the ratio of uncelfl 
dwellings available for rent or purchase to the total available ho Me 
inventory. These rates do not include housing units that are) 
available for occupancy because they are seasonal, dilapidated, or BW 
off the market for other reasons (awaiting settlement of an es} i] 
temporarily occupied by persons who have a permanent resi¢ 
elsewhere, or held off the market for personal reasons of the ow ) i 
The vacancies not available for occupancy do not impinge or i 
effective housing supply. Only the available vacancies are a i 
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59. In the fourth quarter of 1960, 13% of the 
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Mf 1959 to 67% in the final quarter of 1960. 
Sice the end of 1955, the proportion of vacant rental 


11%. Those in the $75 to $99 range have enlarged 
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VACANCY 
RATES 

TRACE 
MARKED 
REGIONAL 
DIFFERENCES 


Based on data for fourth quarter in 
all years except 1950 which is as of 
April 


© Vacancy rate represents available 
rental units as a percentage of total 
supply of rental units, excluding units 


Bl from 22% in 1955 to 13% in 1960. Part of this 
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VACANCY RATES FOR HOME-OWNER UNITS* 


1950 57 '58'59 "60 1950 '57'58'59 '60 1950 '57'58'59'60 1950 '57 '58'59 '60 


A Vacancy rate represents available 
homeowner units as a percentage of 
total supply of homeowner units, ex- 
cluding units not on the market 


Source: Bureau of the Census 
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iy eventually be offered for rent. This may also hold 
»owner vacancy rates down and inflate the rates for 
1 units. 


the available housing supply; but as the demand for 
living quarters has shifted up the rental scale, the supply 
has evidently shifted even faster. 


East and West 


During most of the past decade, the rental-vacancy 
ratio was highest in the West, and lowest in the North- 
east (see chart). The West has also shown the sharpest 
increase in vacancy rates, both in recent years and since 
1950, while the Northeast has shown the smallest rise. 
In the fourth quarter of last year, the rental-vacancy 
ratio in the West had climbed to a postwar record of 
11.4%, compared with 4.1% for the Northeast. 

The West has also enjoyed the greatest growth in 
population and housing demand in the past decade. 
Since 1950, population in that area has expanded 39%, 
compared with 15% for the rest of the nation, and its 
housing supply has registered a 43% gain as compared 
with 25% for the rest of the country. The West accounts 
for nearly one fourth of the 12.4-million units added to 
the national housing count during the past decade. To- 
day that area accounts for 16.4% of the national housing 
inventory, a significant gain from its 14.5% share a 
decade ago. The sharp rise in the vacancy ratio in the 
West is probably related to the area’s record of rapid 
population expansion, which may have induced more 
speculative building practices.—S. 8. H. 


| 1961 9 


re Gains Lie 

recent years rental vacancies have risen most 
ly in multiunit structures, and also among units 
higher rents. The rise in rental vacancies among 
iple dwellings has been particularly pronounced for 
» with ten or more dwelling units. 
the fourth quarter of 1960, 20% of the roughly 1.7 
n vacant units for rent were in structures contain- 
fen or more units. This compares with 11% of 
bximately 1.4 million vacancies in the last quarter 


cies were in buildings with five to nine dwelling 
, as against 11% in 1959, and 8% in 1958. In con- 
the share of total rental vacancies in structures 
one to four dwelling units receded from 78% at the 


with monthly rents of $100 or more has risen from 


share from 9% to 15%. Conversely, the group of 
cies with the lowest rents (less than $30) has de- 


is explained by rising rents within the structure of 


Capital Appropriations: 
NONDURABLES 


Carrra APPROPRIATIONS authorized for new 
plants and equipment by the 1,000 largest manufactur- 
ing companies rose sharply in the fourth quarter of 1960 
from the low point touched in the preceding quarter. 
Their actual expenditures responded for the first time to 
the downturn in appropriations that had extended 
through the first three quarters of the year. This first dip 
in outlays from the third to the fourth quarter, however, 
was moderate, and together with a rate of cancellation 
which moderately exceeded that of a year earlier, 
brought the backlog of funds remaining to be spent at 
the end of the year only slightly below that at the end 
of September. 

Unspent appropriations were well above their level at 
the end of 1958, when recovery from the previous down- 
swing in capital investment had become a clearly es- 


tablished fact. 


This is the nineteenth report on a continuing quar- 
terly survey of capital appropriations newly approved 
for expenditure on plant and equipment by the 1,000 
largest manufacturing companies of the United States. 
This survey is conducted by THE CoNFERENCE Boarp 
with the financial sponsorship of Newsweek.! 

The numerical data in the present study are identical 
with those in The Business Record for January, 1961, 
except for revised figures for the third quarter of 1960. 


On a seasonally adjusted basis, capital appropriations 
came suddenly to life in the fourth quarter with a boost 
of about a fifth from the third-quarter level. This in- 
crease was concentrated in the nondurable goods indus- 
tries, where approvals shot up by a half from the previ- 
ous quarter. Durables suffered another decline of small 
magnitude, its third since the intermediate high reached 
in the final quarter of 1959. 


A FEW RISES IN DURABLES 


Within the soft goods sector, a particularly sharp 
upswing occurred in new approvals of the petroleum 
industry and in food processing. Despite the net decline 
in durables approvals, several industries posted substan- 
tial increases. The most marked rises occurred in non- 
electrical machinery and fabricated metal products. The 

1The initial study, presented in The Conference Board Business 


Record for October, 1956, described in detail the broad purposes of 
the survey, its techniques and major limitations 
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IN RESURGENCE 


primary iron and steel industry and the motor vehicle ~ 
category reduced their capital spending programs con- ~ 
siderably from the third to the fourth quarters. 


YEAR-TO-YEAR DECLINE SLOWS 


Appropriations of the 602 firms currently cooperating 7 
in the survey were a fifth below their year-ago level in 
the final quarter of 1960. This drop was considerably 
less than that of about 27% between the third quarter 
of 1959 and the same period last year. These year-to- © 
year comparisons show that the corner in the approval ~ 
trend was turned in the fourth quarter last year. 

The pace of year-to-year cuts in durable goods ap- | 
provals quickened between the last two quarters of the ; 
year, from a fourth to two fifths. In contrast, against a — 
dip of almost 30% in nondurable goods appropriations — 
in the third quarter, the last three months witnessed a | 
boost of over a tenth. 


GREATER THAN SEASONAL INCREASE 


Approvals without seasonal adjustment jumped more | 
than two fifths between the third and fourth quarters. j 
This increase was much greater than average for this~ 
time of the year, and compares very favorably with | 
rises of a fourth and a third, respectively, posted be-_ 
tween the last two quarters of 1959 and 1958. "4 

The quarter-to-quarter comparisons show the sari 
pattern exhibited by the seasonally adjusted figures: 
durables approvals rose only a fourth in the second half — 
of 1960, against jumps of more than one half scored in | 
the same period of the two preceding years. Nondur-— 
ables, on the other hand, increased appropriations by — 
almost three fifths, considerably outstripping the rises 
in 1959 and 1958. : : 

The extent of the decline from the high posted in the 
final quarter of 1959 to the low reached in the third- 
quarter last year came to about 30% for all manufactur-. 
ing industries. The hard goods industries took a sharper ~ 
drop of more than one third, while the nondurables — 
dipped less than a fourth. j 

Compared with their level at the end of 1958, when 
appropriations were recovering from their previous con-_ 
traction, fourth-quarter and second-half approvals were- 
at high rates. Indeed, they were at approximately the 
same rate as in the first quarter of 1959, after they had | 
risen for three quarters from their trough in the second 
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quarter of the year before. Sharp two-year advances 
were scored by the motor vehicle, electrical machinery, 
paper, chemical, and rubber products industries. 


CANCELLATIONS STEADY 


Cancellations on a seasonally adjusted basis remained 
unchanged from the third to the fourth quarter of 1960 
at a rate somewhat greater than in the closing months 
of 1959, but considerably less than in 1958. This was the 
case in both the hard-goods and soft-goods industries. 

Throughout 1960, cancellations were well below their 
rate of two years earlier, a period when plant and equip- 
ment projects were tightly reined. Indeed, cancellations 
last year were also less than in 1959 in two of the four 
quarterly periods. Obviously there was much less pres- 
sure to curtail authorized capital programs during 1960 
than in 1958, when cancellations mounted to a record 
high for this survey. 

Thus, at no time in 1960 can it be said that manufac- 
turers were sufficiently daunted by business trends to 
cause any unusual withdrawal of previously planned 
capital programs. This in itself points significantly to 
the mildness of the decline in business anticipations in 
1960 as compared to the previous period, when capital 
appropriations fell for nine quarters and by more than 
50% from peak to trough, and cancellations mounted to 
more than four times their previous peak rate. From the 
fourth-quarter-1959 “peak” to the “trough” in the 
third quarter of 1960, cancellations rose very little. 


FIRST DIP IN OUTLAYS 


Capital expenditures dropped moderately from the 
third to the fourth quarter of 1960, ending a continuous 
advance of seven quarters which commenced in the last 
three months of 1958. In rising for almost two years, 
outlays gained by more than two fifths in quarterly 
volume and drew upon an expansion of more than 50% 
in the quarterly rate of appropriations. 

The curtailment of approvals ran for three quarters 
before taking effect in a reduction of spending, and the 
mildness of the slippage in appropriations was even- 
tuated in a similarly modest dip in expenditures. 

The decline in spending by the hard-goods industries 
approximated a tenth, while that in the soft-goods field 
was around 4%. The greater drop in outlays by the dur- 
able goods industries was associated with the relative 
sharpness of fluctuation in its backlogs of unexpended 
authorizations during the previous capital goods ex- 
pansion and the subsequent decline. F 


BACKLOGS STABILIZE 


In their expansion since the end of 1958, the backlogs 
of the durable goods industries grew by about $1.32 
billion. In contrast, nondurables backlogs accumulated 
by only about $820 million. The upward pressure ex- 
erted by the backlog build-up in durables was obviously 
greater, and the rise in durables outlays reflected this 
greater support. 
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As approvals slipped in the first nine months of 1960 
and spending continued to climb, the hard goods indus- 
tries withdrew about $630 million from their peak back- 
log. In the same period, the nondurables industries pared. 
back their earlier accumulations by less than $400 


Nondurables Spark Upswing 


In billions of dollars 
Seasonally adjusted 


Based upon 602 respondents. Changes in backlogs obtained by subtracting seasonally 
adjusted expenditures and cancellations from adjusted new appropriations 


Source: The Conference Board 
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million. In percentage terms these declines work out to 
about the same in magnitude. 

In the fourth quarter, however, the sharp jump in 
nondurables appropriations added back almost the en- 
tire loss of backlogs incurred during the previous two 
quarters. Consequently, the net reduction in nondur- 
ables backlogs from the preceding high amounted to 
only 5%. In contrast, a further backlog cut among the 
durables industries of almost the same amount as in the 
preceding quarter depleted 75% of the backlog accumu- 
lation achieved in the five quarters of the previous ex- 
pansion. Evidently the downward pressure upon 
expenditures in the durable goods industries was much 
sharper than in the nondurables. 

In the year and a half since the second quarter of 
1958, during which the appropriations of the 1,000 larg- 
est manufacturers rose, almost $2 billion was added to 
backlogs of authorized funds. Backlogs were accumu- 
lated through the first quarter of 1960. In the next two 
periods, they were reduced by about $870 million, or by 
over two fifths. In the fourth quarter of last year, vir- 
tually no further loss was incurred, owing to the sharp 
boost in nondurables appropriations. The change from a 
liquidation of some $580 million in the third quarter to 
one of less than $10 million in the next period will sup- 
port spending in periods to come. 


BACKLOG RATES SLIDE FURTHER 


Backlog rates in the fourth quarter of 1960 were off 
from those of a year earlier for the third successive 


period. (The backlog rate is defined as the number of 
quarters the appropriation backlog would last at the 
current rate of spending or commitment.) The decline 
in the nondurables industries’ backlog rate was very 
minor, while the drop in durables was slightly sharper 
than in the third quarter. 

The backlog rates are a mixture of spending and com- 
mitments. (A commitment is the placing of an order 
after an appropriation has been authorized.) Some com- 
panies are able to report their commitments; for these 
firms, backlogs represent uncommitted appropriations. 
For companies unable to report commitments, they 
represent unspent appropriations. 


Number of Quarters of Commitment or Expenditure Repre- 
sented by End-of-quarter Backlog 


1959 1960 


All manufacturing. ..... 4.0 3.5 3.6 3.0 
Durables) Ete Be IRAE oe y Pr ra 
Nondurables........ S21) 2:8 2:9242:3 


4.0 3.1 2.9 2.4 
4.4 36 3.5 2.7 
3.7 2.6 2,50g2-2 


The reservoir of unspent and uncommitted appropria- 
tions outstanding at the end of 1960 could support out- 
lays for 2.4 quarters at the rate of spending in the fourth 
quarter. This rate was about a fifth less than a year 
earlier and indeed was the lowest since the fourth quar- 
ter of 1957, when it stood at 2.5 quarters. In that period, 
appropriations were sharply lower than at their high 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing 
Companies, Quarters, 1958-1960! 


Billions of dollars 


1958 1959 1960 
| ll IV Ul IV l Ul Ul IV 
ALL MANUFACTURING 
Opening backlog............ 7.62 7.81 6.89 6.32 5.92 7.39 7.55 7.51 7.73 9.05 8.10 7.36 
Newly approved............. 2.73 1.67 1.59 2.09 3:57) 2.57 2.38 2.97 3.81 2.22 1.74 2.52 
Committed or spent........... 2.13 2.25 1.99 2.21 1.95 2.30 2.22 2.68 2.33 rare 2.58 2.90 
Canceled 3.2 i echak Oo! acta 39 34 18 32 15 12 16 14 14 18 12 21 
Closing) backlogi, sesce aes 7.83 6.89 6.32 5.88 7.39 7255 7.55 7.65 9.07 8.32 7.32 6.78 
[Capital expenditures.......... 2.24 2.31 2.06 2.24 1.76 2.19 2.16 2.69 2.24 2.74 3.63 2.92] 
DURABLE GOODS 
Opening backlog............ 4.13 3.88 3.66 3.47 3.44 4.07 4.28 4.24 4.50 4.72 4.30 3.99 
Newly approved............. 81 .80 71 1.07 UESvA 13S 1.03 1.60 1.44 1.08 76 96 
Committed or spent........... 91 95 85 97 87 1.10 1.01 1.26 1.12 1.27 1.19 1.34 
Conceledanter. «02 oT es ee V5 .07 .05 14 06 04 06 06 .08 04 06 09 
Closing backlog.............. 3.88 3.65 3.47 3.44 4.08 4.28 4.24 4.51 4.73 4.49 3.99 3.52 
[Capital expenditures.......... 1.02 1.05 94 98 76 99 96 1.24 1.07 1.29 1.27; 1.41] 
NONDURABLE GOODS 
Opening backlog: . . 21-25 45 3.50 3.93 3.24 2.85 2.48 3.31 3.27 3.28 3.23 4.33 3.80 3.36 
Newly approved............. 1.91 .87 88 1.02 2.00 1.24 1.35 1.36 PAY / 1.13 98 1.55 
Committed or spent........... 1.22 1.30 1.14 1.24 1.08 1.20 1.21 1.42 1.21 1.50 1.40 1.56 
Canceled in tict ri cciaes sot eo o27. 13 19 09 08 09 09 05 14 06 12 
Gigsingi backlog’)... or. 1.1 tions 3.95 3.24 2.85 2.44 3.31 3.27 3.31 3.14 4.34 3.82 3.32 3.26 
[Capital expenditures......... 1.22 1.27 1.12 1.26 1.00 1.20 1.20 1.45 1.17 1.45 2.36 1.51] 


1 Based upon 602 reporting companies; all totals derived from unrounded data. Data for 1955-1958, based upon 507 reporting companies, available upon request 


Source: The Conference Board 
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early in 1956, and expenditures had just fallen for the 
first time. Thus, at a comparable period in the invest- 
ment cycle in manufacturing, when approvals had been 
falling for some quarters and spending suffered its first 
quarter of decline, the backlog rate was at almost 
identical levels. If the boost in appropriations posted in 
the final months of 1960 is repeated in subsequent quar- 
ters, a steady rise in the backlog rate similar to that 
which took place in 1958 seems assured. 


DIFFUSION OF APPROVALS 


The 602 firms responding to the survey of capital ap- 
propriations for the past three years have been divided 
into three groups:those whose approvals are higher than 
in the similar period a year ago, those reporting a lower 
volume of new authorizations, and those reporting no 
change from a year earlier. Each company is counted as 
one unit without regard to the magnitude of change in 
its appropriations. 

The proportion of manufacturing companies increas- 


Table 2: Trends in Capital Appropriations of 
Reporting Companies, 1959 and 1960! 


Commitments 
Appropriations or Expenditures Closing Backlogs 


IV'60 III'60 IV'60 II"60 IV'60 II'60 

IV'59 IN'59 IV'59 II'59 IV'59 WI'59 

ALL MANUFACTURING.... —19 —27 +10 +20 —13 — 3 
DURABLE GOODS INDUS- 

RIES Sar ees 55 is —A2 —25 +9 +21 —23 — 6 
Primary ironand steel.... —80 + 1 +30 +98 —34 — 7 
Primary nonferrous metals + 9 —56 — 5 — 9 — 5 — 6 
Electrical machinery and 

Gndiequipment....-... = 2 —345 4 8 -+-33 —"6 — 1 
Machinery, except 

electricals o.04:46000 = | +30 —21 =43 +1 — 4 
Motor vehicles and 

equipment........... —42 +45 +14 — 2 —40 —16 
Transportation equipment, 

excluding motor vehicles —10 —42 — 2 + 8 —20 —20 
Stone, clay and glass 

productsita. ss: nace os S6Y/ =e} sf SEG 7d a) 
Fabricatedmetalsproducts + 5 —56 —24 —15 +10 — 7 
Instruments and photo- 

graphic equipment..... —44 +9 +40 +36 — 3 +42 
Other durable goods 

industries?............ — 4 —60 + 4 +33 -—-19 —23 

NONDURABLE GOODS 

AINDUSTRIES= 1 oe cies = +11 —29 +12 +19 +3 +2 
Food and beverages.... +17 —13 0o+7 +2 - 8 
Textile mill products. .... le) 23 S-13) 04 — 6 — 3 
Paper and allied products —10 —46 — 4 +39 —20 —12 
Chemicals and allied 

productsipci. save. —14 —33 +34 +44 + 3 +13 
Petroleum and coal 

Products. esis naisn nc +50 —25 + 3 Oo +23 —11 
Rubber products....... —A2 —51 +34 +49 — 8 +25 
Other nondurable goods 

industries?............ —29 +167 +56 Oo —22 — 6 


1 Based upon data in table 3. Industry totals are rounded 

2 Includes lumber products, furniture and fixtures, and miscellaneous manufactures 
3 Includes tobacco, apparel, printing and publishing, and leather products 
Source: The Conference Board 
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ing their approvals fell further in the fourth quarter of 
1960. The proportion was 38%, and maintained for the 
sixth successive quarter the decline from the record high 
of 67% attained in the second quarter of 1959. 

The scope of rises in approvals in the nondurable 


Percentage of Companies with Higher and Lower Appro- 
priations 


1°59" W159) M59 IV 59 1'60 Il'6O0 Ill'60 IV '60 
(58) S58: 58 IV 58 1"59 59 NS IV "59 
All manufacturing ; 
Higher.c S.c0a: « 63 67 61 58 S24 cea 38 
Lower. .....+5. S52 OOM SO 44 51 54 58 
No change...... 3 5 6 4 3 5 5 3 
Durables 
Higher. ........ 65 70 62 57 O25 42) 37 Oe 
Lowerisente ne ss eis) Pes eR) BLY) 45 53 £58 59 
No change...... 3 5 7 3 3 5 5 4 
Nondurables 
Higher=. 255 5. -% 61 62>" 359 59 53) Ao Asal 
BOWEr oo cs chy keh RY eed 43 50 48 56 
No change...... 4 5 5 3 4 5 6 3 


goods field, after increasing slightly from the second to 
the third quarter, dropped sharply in the final three 


(Text continued on page 16) 


Table 3: Proportion of Appropriations for Plants, 


1959-1960' 
in per cent 
1959 1960 
| ll Wl IV | Ul Ul IV 
ALL MANUFACTURING...... 26) 733, 38 925 25: 240 27 27 
DURABLE GOODS j 

INDUSTRIES Se a> 5 seetereia =: 25 34 33 26 22: 2252922 
Primary iron and steel. .... 28) 36 19 17 202 1.643205 iG 


Primary nonferrous metals.. 41 35 31 21 25) 30) SSORa7, 
Electrical machinery and 

equipment............. 24 46 40 25 34 24 33 32 
Machinery, except electrical 18 11 30 12 18 13 25 14 
Motor vehicles and 

equipment............. 3°19 #18 «#18 6 13> 15 10: 
Transportation equipment, 

excluding motor vehicles.. 32 45 48 39 34 34 34 33 


Stone, clay and glass..... 34053 8 45 a7 32) SOD 2) 24 
Fabricated metal products. 22 13 37 49 223 ees: 
Instruments, etc........... Uy WA PZ 7) 148 47. Bie 7, 
Other durable goods?..... 22 68 4 43 205 38) oOmes2 
NONDURABLE GOODS 

INDUSTRIES........... 28 31 44 24 31 23 24 34 
Food and beverages..... Pl sky Beh 727) 22) 380270536 
Textile mill products...... 2D 2S PX), 74 8 13 
Paper and allied products.. 18 11 58 27 9 30: 20 30 
Chemicals and allied 

PrOGUCtS: cane = cients st: 42 All V49" 25 44 26 31 37 
Rubber products......... 9 13 625 129 TOR 9s is 


Other nondurable goods?.. 13 17 15 12 7X0) RY) eh AVA 


1 Based upon 467 companies reporting appropriations separately for plant and equipment 
for all quarters. Petroleum industry is excluded 

2 Includes lumber products, furniture and fixtures, and miscellaneous manufactures 

3 Includes tobacco, apparel, printing and publishing, and leather products 

Source: The Conference Board 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1960, by Quarters’ 


Millions of dollars 


1958 1959 1960 
| I Ul IV | I il IV | Ul IV 
ALL MANUFACTURING 
Opening backlog......... 6,5208) 6,567. 5,825.5 5,354 5,009 6,208 6,394 6,417 6,624 7,631 7,048 6,272 
Newly approved.......... 2 V8 9 Wart L274 1677 2,879 2,123" "1,951" 2,441 3,020 1,836 1,416 1,988 
Committed or spent........ 1,738) en 63) 1,Ol2 setae 9S 1,555) 17847) “1,7702— -2,1.00 1,899 2,261 2,124 2,383 
Canceled. a 8 fo.» eee 315 287 142 258 121 106 139 117 102 138 97 170 
Closing backlog........... 6,586 5,827 5,354 4,980 6,212 6,397 6,446 6,566 7,643, 97,064) 6, 2475 5.732 
[Capital expenditures. ..... 1,834 1,892 1,673 1,805 1,409 1,749 1,721 2,174 1,812) 9 82,2426) 27) 7Ommeasoo) 
DURABLE GOODS : 
Opening backlog......... 3,679 BjA45 08 3,204.03, 100 3,044 .3,621,, (3,813-) 3,782 3,999 4,170 3,962 3,540 
Newly approved.......... 677 701 606 874 1,367 1,149 87.20 352 1,203 938 652 778 
Committed or spent........ 792 816 729 818 731 931 846 1,069 956 1,094 1,024 1,160 
Ganceled 2 4.5.85 ha steer 121 61 4l 116 51 35 54 43 68 35 49 76 
Glosing backlog#ac. 4. sa. 3,447 -3,262—«°-3;102) 3,045 3,625 3,814 3,787 4,008 4,178 3,975 3,541 3,085 
[Capital expenditures....... 883 903 806 831 640 832 802 1,059 DV2s galglil sy vi itor 1,212] 
PRIMARY IRON AND STEEL 
Opening backlog......... 1,378 91,256 se lho 27 amen OILS 1,289" 91,062) 37370 ,67 9 1,880 1,890 1,806 1,561 
Newly approved.......... 147 356 229 236 584 331 129 528 328 300 130 107 
Committed or spent........ 275 260 239 250 204 255 186 326 313 379 369 424 
Canceled tf cc28 aro ic aie ae 10 5 1 12 3 1 1 1 5 1 7 5 
Closing backlog........... 1,240). 13325 eApsG m d,289 1,662" 1,737) 1,679." 91,881 1,890 1,806 1,567 1,239 
[Capital expenditures....... 298 306 261 248 187 ae 173 312 299 382 389 397] 
MOTOR VEHICLES AND 
EQUIPMENT 
Opening backlog......... 428 445 358 292 252 285 374 331 340 328 268 278 
Newly approved.......... 116 43 53 60 146 224 Ly 157 151 137 170 91 
Committed or spent........ 88 110 101 91 96 132 157 142 146 191 154 162 
Canceled). Kee. hs. eee 11 20 19 9 16 17 5 4 11 7 9 3 
Closing backlog.......... 445 358 292 252 285 374 330 340 332 268 276 203 
[Capital expenditures....... 109 120 106 88 84 109 134 146 132 181 185 166] 
TRANSPORTATION EQUIPMENT j 
EXCLUDING MOTOR VEHICLES | 
Opening backlog.......... 106 106 86 69 89 98 83 79 86 106 89 64 ; 
Newly approved.......... 4] 20 22 64 49 42 40 58 73 25 23 52 H 
Committed or spent........ 41 38 38 45 40 55 40 47 46 39 43 46 i 
Canceled, ; Gris ..).320, O44. 1 2 1 5 1 1 1 5 7 4 2 3 } 
Closing backlog)... 22. «2... 106 81 70 82 97 84 82 86 106 89 66 69 : 
[Capital expenditures....... 42 40 36 41 37 48 40 50 48 48 43 44] i 
STONE, CLAY, AND GLASS ; 
PRODUCTS } 
Opening backlog......... 212 187 162 186 180 199 241 291 283 317 298 262 
Newly approved.......... 51 51 79 74 93 117 126 112 118 75 46 48 
Committed or spent........ 62 68 54 73 68 72 78 99 79 93 83 88 
Canceled: 05 i. adevietels sea 16 5 2 6 7 1 2 rf 4 if 2 8 
Closing backlog........... 187 162 185 182 199 241 287 284 318 299 262 218 
[Capital expenditures....... 65 76 59 63 61 82 82 87 80 103 94 111] 
PRIMARY NONFERROUS METALS 4 
Opening backlog.......... 453 380 278 263 188 229 214 254 “O19 21a 246 238 
Newly approved.......... 56 11 33 17 93 56 94 34 53 90 4l 37 
Committed or spent........ 120 106 45 53 51 68 54 64 1a) 52 49 61 
Canceled... sts caine ames 8 8 3 40 3 2 4 4 &) 5 a 3 
Closing backlog........... 380 278 263 187 228 214 254 219 215 246 238 210 
[Capital expenditures....... 109 85 71 72 59 70 60 73 55 52 50 62] 
ELECTRICAL MACHINERY AND 
EQUIPMENT 
Opening backlog......... 582 578 569 504 500 538 571 605 614 663 648 594 
Newly approved.......... 86 96 55 162 134 168 193 189 190 149 128 185 
Committed or spent........ 77 95 112 133 83 124 120 165 122 133 159 179 
Ganceledis « m. ctstaen caches 13 1S 13 or 12 11 39 14 22 rf 21 25 
Closing backlog........... 578 565 500 507 539 571 605 615 662 674 596 581 
[Capital expenditures....... 94 110 125 142 77 104 120 164 106 136 143 204] 
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Table 4: Capital Appropriations for Reporting Companies, 1958-1960, by Quarters (continued) 


Millions of dollars 


MACHINERY EXCEPT ELECTRICAL 


Opening backlog... 


Newly approved.... 
Committed or spent. . .’ 
Canceled.......... 
Closing backlog..... 


[Capital expenditures 


FABRICATED METAL PRODUCTS 


Opening backlog... 


Newly approved.......... 


Committed or spent. . 
Canceled 6... s3:s 


Closing backlog... . 
[Capital expenditures 


INSTRUMENTS AND PHOTO- 


GRAPHIC EQUIPMENT 
Opening backlog... 


Newly approved.... 
Committed or spent. . 


Canceled. «)..5...4.% 


Closing backlog........... 


[Capital expenditures 


OTHER DURABLE GOODS 


INDUSTRIES? 
Opening backlog... 


Newly approved.... 
Committed or spent. . 


Ganceled 7 = 


Closing backlog........... 


[Capital expenditures 


ONDURABLE GOODS 
Opening backlog... 
Newly approved... 
Committed or spent. . 


Canceled.......... 
Closing backlog..... 


[Capital expenditures 


FOOD AND BEVERAGES 


Opening backlog... 


Newly approved.......... 


Committed or spent. . 


Canceled......... 
Closing backlog... . 
[Capital expenditures 


TEXTILE-MILL PRODUCTS 


Opening backlog... 


Newly approved.... 
Committed or spent. . 
Canceled.......... 


Closing backlog........... 


[Capital expenditures 


PAPER AND ALLIED PRODUCTS 


Opening backlog... 


Newly approved.......... 


Committed or spent. . 


Canceled ine os ose ag ee 
Closing backlog........... 


[Capital expenditures 


CHEMICALS AND ALLIED 


| PRODUCTS 
Opening backlog... 


Newly approved.... 


PRIL, 1961 


1958 

I ll Ml IV 
Ps. or 356 324 311 323 
eee 91 67 89 138 
Br it! 65 77 76 80 
ee 57 4 1 8 
Reads 325 311 324 377 
ey a 96 97 83 86 
tee 71 100 86 77 
62 17 23 44 
L ¢A0er 30 31 31 49 
Sua 2 1 a fe) 
Soe 100 86 77 67 
2 EO 39 38 34 45 
ita ae 52 51 55 48 
Ride ARS 21 23 15 28 
none 19 18 18 23 
eh ne 3 1 1 3 
ey 55 48 46 
sieeve 19 18 17 23 
ete to. 42 33 34 28 
cies BRS 8 16 8 50 
stays tech 14 14 16 21 
Bink BEARS 2 a a 1 
33 34 28 56 
Res cise 14 14 15 22 
SLE: 2,842 SZ" ~ 2/561 2,248 
Masitay 1,440 671 668 803 
se ay east, ¢ 947 1,015 883 975 
eee 194 225 101 142 
ares S140 9) 2,5095 | 2.252 1,935 
apatite 951 989 867 974 
Sion 197 228 189 189 
118 75 94 98 
SAA 81 107 90 104 
mee an ee 3 2 2 5 
Me Petey 231 195 189 179 
pes eae 83 101 95 111 
aes ee 29 28 20 29 
Seone es 18 9 23 32 
MS rors 17 18 15 18 
fs eS a a 1 a 
28 20 28 42 
roveud teh ata 19 18 15 -18 
yt nae A 285 257 236 
50 44 44 84 
Bre eyes 87 68 64 67 
4 2 2 8 
285 258 236 247 
Reet aay 89 76 70 7A | 
A bas 4 1,267 1,156 917 719 
251 181 148 215 


215 


288 


Ul IV | Il lll IV 

378 339 324 368 340 334 
94 105 155 74 66 104 
127 110 93 100 69 87 
3 4 14 3 3 20 
347 330 371 340 334 332 
103 115 92 100 91 105] 
79 74 74 109 90 70 
41 59 83 36 18 62 
46 58 47 51 39 44 
a 2 1 1 a 7 
74 73 109 93 69 80 
47 58 47 56 48 52] 
59 60 61 72 92 85 
23 36 37 37 745) 20 
22 30 25 25 30 42 
a 1 1 1 1 3 
60 61 Te 80 85 59 
22 29 24 25 32 44] 
76 69 118 102 78 53 
15 76 15 14 6 73 
21 27 30 32 28 28 
1 a 1 a 4 1 
69 118 102 79 53 95 
22 27 29 32 28 29] 
2,581 2,634 2,629) —3)462 5 3,086 9)2;5732 
1,079 ~=+1,089 1,817 898 764 210 
924 1,092 943 1,167 41,100 1,223 
85 74 34 103 48 94 
2,658 2,558 3,466 3,089 2,706 2,647 
920) 5 1, 11S 901 1,127 1,069 1,184] 
244 246 239 257 242 234 
101 103 130 113 88 120 
103 104 103 123 110 104 
4 Zz 8 4 2 5 
238 238 A fey/ 242 220 243 
100 115 99 116 110 106] 
50 69 72 87 74 67 
47 36 43 25 36 32 
28 32 29 “V4 43 36 
a a a a a a 
69 74 87 74 67 62 
32 32 28 39 43 37] 
265 308 327 333 318 279 
122 115 90 83 66 103 
76 98 78 92 106 94 
a 4 5 8 2 17 
318 323 334 318 279 258 
68 98 76 89 105 104] 
791 966 O16)... 13151 1,134 1,093 
398 340 372 287 267 291 


Table 4 concluded 


Millions of dollars 


1958 1959 1960 
| i] Il IV Il IV ! ll Wl IV 
Committed or spent........ 289 303 271 197 197 214 214 264 231 306 309 353 
Ganceledia> &. chim sccmcky ee 63 133 11 S 5 17 9 5 re 9. 6 7 
Closing backlog..........- 1,167 913 794 732 732 790 966 1,032 1,149 1,122 1,088 1,063 
[Capital expenditures....... 291 302 264 194 194 ANY, 214 268 235 311 308 352] 
PETROLEUM AND COAL 
PRODUCTS 
Opening backlog......... 870 1,276 1,041 866 653 1,168 1,065 850 760 1,402 1,023 826 
Newly approved.......... 952 219 299 328 993 375 324 408 1,100 300 242 613 
Committed or spent........ 419 468 398 471 419 434 448 528 446 538 450 544 
Ganceled 25.25% stocker 122 83 74 97 58 44 70 54 10 78 36 59 
Closing backlog........... 1,279 1,042 867 626 1,170 1,068 872 680 1,406 1,083 778 836 
[Capital expenditures....... 417 437 377 465 378 438 453 534 407 507 426 502] 
RUBBER PRODUCTS 
Opening backlog......... 91 92 77 67 62 80 101 141 158 183 198 177 
Newly approved.......... 37 22 30 30 47 64 80 69 70 73 39 40 
Committed or spent........ 35 32 29 32 27, 41 39 50 43 55 58 67 
Canceled... 5 ost. «s+ ear 1 5 11 3 1 3 a 2 3 3 2 6 
Closing backlog........... 92 77 67 62 80 101 142 158 183 198 177 145 
[Capital expenditures....... 35 33 25 32 25 38 34 48 40 48 51 59] 
OTHER NONDURABLE GOODS 
INDUSTRIES® 
Opening backlog.......... 62 58 60 71 66 61 64 53 52 50 50 55 
Newly approved.......... 15 20 29 18 14 25 6 yd 11 16 16 12 
Committed or spent........ 19 18 ure 21 20 20 16 16 13 16 16 25 
Canceled)” 5 atin. ese a 1 a 2 a 2 1 a a 1 a a 
Closing backlog........... 58 60 71 66 60 64 53 54 50 50 50 42 
[Capital expenditures....... 18 21 20 Ur 16 20 19 19 16 17 17 23] 


a 


1 Based upon 602 respondents. All totals derived from unrounded data. (Information re- 


ported by 507 companies for 1955-1958 available upon request) 
2 Includes lumber products, furniture and fixtures, and miscellaneous manufactures 


months from 47% to 41%. Inasmuch as nondurables 
appropriations exceeded the year-ago volume by a sub- 
stantial margin, it is apparent that relatively few firms 
increased their authorizations by rather large amounts. 


Pefcentage of Firms with Higher and Lower Backlogs 


£259 59. HOO! IN SS 1'60 W’d0 Il '60 IV '60 
1°58 W's5se In’S8 IV 58 1759) "59 S59) IN "59. 
All manufacturing 
Higher dancin SO oie corn oF S72 Ao eso 
Lowers te tastes 4536) 8 ore 38) 42.) 4950 
No change...... 6 5 6 a 6 6 6 fa 
Durables 
Highersae,o.. « 525) 60058 oF yf eM | 43 40 
Lower.......... 42° 34. 36), 32 3742 52 
No change...... 6 6 6 8 6 7p 7 8 
Nondurables 
Higher......... AZ, 5745S) 8 56° 53) 48 #47 
LOWEP. ccictls one 47 39 40 36 39 743) 47. 47 
No change...... 6 3 5 6 5 4 5 6 


The percentage of durable goods companies increasing 
appropriations declined steadily from an historic high of 
70% in the second quarter of 1959 to 37% in the third 
quarter of 1960. The fourth-quarter index remained at 
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3 Includes tobacco, apparel, printing and publishing, and leather products 
a—Less than $500,000 
Source: The Conference Board 


37%, an indication that the decline in capital investment | 
anticipations may have come to an end in the hard-— 
goods sector. 


BACKLOG DIFFUSION 


The percentage of companies whose approval back- 
logs exceeded those of a year earlier declined from 45% 
in the third quarter of 1960 to 43% in the last three 
months, while the proportion with lower backlogs crep 
higher. 

The diffusion of higher backlogs has declined steadily 
throughout 1960 in both durables and nondurables, and 
now stands at 40% for the former and at 47% for the 
latter. The only unmistakable reflection in the diffusion } 
measures of the more-than-seasonal rise in nondurables | 
backlogs is in the stabilization of the proportion of firms 
reporting lower backlogs at 47% in the third and fourth 
quarters. : 

The dip in the percentage of firms with higher back- 
logs was steeper in the durables field than in nondur- 
ables, and the percentage reporting lower backlogs rose) 
above the ratio with greater backlogs in the third quar-" 


quarter. In nondurables, the proportion with higher) 
backlogs exceeded that reporting lower backlogs until 


percentage with higher backlogs declined persistently 
swhile the lower percentage rose to a rate of 47%. In 
he fourth quarter of 1960 the two ratios converged. 


GAIN IN PLANT APPROPRIATIONS 


During the past two years, 467 companies have been 
jsupplying a breakdown of their new appropriations into 
‘those slated for plant or new construction, and those 
‘scheduled for new machinery and equipment. (Petro- 
jleum companies are unable to make this distinction. 
‘Therefore, all figures in this section, whether for all re- 
‘porting companies or for those supplying the plant and 
equipment breakdown, exclude that industry.) 

The proportion of approvals slated for plant hit a low 

1of 24% in the second quarter of 1960. This was substan- 
‘tially less than the rate of one third in the similar period 
sof 1959. In the third quarter of last year, plant appropri- 
jations accounted for 27% of total approvals, better than 
jin the preceding quarter but still below a year earlier. In 
ithe final quarter of 1960, the plant ratio remained at 
27%, matching the prior period and edging above the 
725% rate in the fourth quarter of 1959. 
At 22%, the percentage of durables approvals planned 
ffor plant construction was down from the rate of both 
ithe third quarter and the year-ago period. Among the 
‘ten durables industry groups, only the two machinery 
categories had higher plant ratios in the fourth quarter 
of 1960 than a year earlier. 

The percentage of plant to total appropriations in 
mondurables rose from 24% in the third quarter last year 
ito 34% in the fourth. Since the rate in the final months 
of 1959 was the same as in the third quarter, the in- 
crease of two fifths was the same for both comparisons. 
‘Every industry posted a higher plant ratio in the fourth 
quarter than in the third, and all but the textile and 
rubber products industries exceeded their rate of a year 
jago. 

Total third-quarter approvals were about 27% under 
a year ago in the third quarter of 1960. Plant appropria- 
itions were down a half, while equipment approvals were 
off about a fifth. In the fourth quarter, when total 
Yauthorizations were a fifth lower than a year earlier, 
| }plant appropriations were off about 14% and equipment 
approvals were down about 23%. 

Plant appropriations of the durable goods industries 
dropped about 30% from a year ago in the fourth quar- 
‘ter of 1960, while the group’s equipment authorizations 
lagged by a sixth. Plant approvals of the nondurable 
goods industries rose about 13% from the fourth quarter 
of 1959 to the same period of last year. Their equipment 
appropriations, on the other hand, dropped about 31%. 
The improvement in plant construction prospects 
“revealed by these latest figures provides an impetus of 
sJmajor significance to capital spending in the coming 
Smonths. With a rise in plant construction, more equip- 
ment will be required. In this way, a revival of plant 
pending normally provides an enlarged base for rising 


THE FOURTH QUARTER IN BRIEF 


The fourth quarter of 1960 was marked by a dramatic 
resurgence in capital appropriations. The rise was cen- 
tered in the nondurable goods industries, but some of 
the key durable goods fields also participated in the 
upsurge. Appropriations for machinery and equipment 
dropped more than those for plant, as plant approvals of 
the nondurables industries actually rose. 

Capital expenditures declined modestly for the first 
time after authorizations had fallen for three successive 
quarters. The upturn in appropriations and the dip in 
spending virtually brought the backlog decline of the 
preceding two quarters to a standstill. 

With the end of backlog liquidation, any further in- 
creases in appropriations may be quickly translated into 
larger outlays. The recent upturn in appropriations was 
largely accounted for by an improvement in allocations 
for plant construction, which will create the need for 
additional machinery and equipment as the plant ap- 
propriations are paid out. 

The prospect for reversing the recent one-quarter de- 
cline in capital expenditures will depend entirely upon 
whether the resurgence in appropriations is extended 
early in 1961. In January and February, the business 
indicators pointed to a strengthening in some key areas. 
The automotive industry detected signs of a spring up- 
turn in car sales. Housing starts picked up more than 
seasonally. Industrial production leveled out at a rate 
only 8% below the peak at the beginning of 1960, as 
output of business equipment strengthened. All of these 
trends suggested an extension of the upturn in capital 
appropriations during the final quarter of 1960. How 
these improvements are reflected in future appropria- 
tions must await the next and subsequent surveys of 
capital appropriations. 


Martin R. GAInsBRUGH 
FRED STEVENSON 
Office of the Chief Economist 
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F- Other comments: 


Impartinea 


Monthly Survey of Business Opinion and Experience 


Getting Maximum Return from Research Expenditures 


Evatuatine the performance of research person- 
nel is receiving widespread attention among the 140 
companies participating in this month’s survey of busi- 
ness opinion and experience. A few report that they have 
yet to find a workable method of evaluating the produc- 
tivity of their scientists and engineers. Many others, 
however, have been making progress in this area and 
have developed appraisal techniques ranging from in- 
formal reviews (used most frequently by smaller com- 
panies) to more elaborate methods of evaluating re- 
search performance. 


PERIODIC EVALUATION OF PERSONNEL 

Most executives surveyed report that research work- 
ers in their companies are subject to periodic appraisals, 
either by their immediate supervisor or by a group of 
supervisory personnel, usually in the same field. Such 
evaluations often consist of “observing the research 
worker and discussing his work with him.” In some 
cases, the review has somewhat greater scope, as the 
following comment of an oil executive indicates: 


““As part of the annual review, the technical man has an 
opportunity to present a talk on his work to the entire laboratory 
personnel. Later, there are discussions, in a small group, of all 
the rest of the things he did during the year. These are followed 
by further discussions between the manager, supervisor and 
project leader on the performance of his job. Frequently used as a 
guide for these discussions is a loose-leaf book in which is kept 
all written material relating to the individual researcher. The 
material is carried there on a three-year basis, and from it pat 


<—€ TECHNICAL WORK PERFORMANCE 
REVIEW 


The factors listed are covered in the review of tech- 
nical work performance in a steel company. For each 
factor, the technical employee is graded according to 
a five-point scale: somewhat deficient, fair, satisfactory, 
very good, or outstanding. Notations made by the evalu- 
ating supervisor are reexamined by a reviewer, who also 
makes certain summary appraisals. Finally, the review 
form is signed by the evaluator, the reviewer, and the 
employee 
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terns of accomplishment’ are readily estimated and easily 
discussed. '' 


“Proof of the Pudding . . .” 


In judging the work of engineers and scientists, re- 
porting companies base their evaluations on a number 
of considerations. One criterion usually mentioned is 
“output”’ or “results.”’ Such results are often judged on 
the basis of the employee’s contributions, as gauged by 
reports, papers, speeches, articles in scientific journals, 
technical digests, patent applications, process savings 
and product improvements, as well as marketable 
patents granted. Some respondents believe that using 
the achievement of results as the sole criterion for 
evaluating researchers has its limitations. Several say 
that results have to be weighed against the difficulty of 
the problem with which the researcher was confronted 
and the degree to which he completed the work assigned 
to him. 

Respondents also point out that the more basic the 
research the more difficult it is to evaluate on the basis 
of results. An electrical equipment company reports: 
“The opportunities to dollar-evaluate basic research 
discoveries are generally remote. The very definition of 
‘basic research’ precludes the ability to extend into the 
future facts having any degree of predictability.” 

Also, the president of a chemicals company observes 
that research can be unproductive for long periods of 
time, yet still be worth while. He states: 


“'It is quite easy to judge the performance of research men in 
a year in which they have come forward with an invention or 
advance in some technique profitable to the company. The great 
difficulty in appraising scientific personnel is encountered in the 
sometimes lengthy periods when their efforts to wrest from nature 
are not successful. It is possible for a scientist to work in a field 
for years without an important discovery to his credit. However, 
it is not uncommon for such unproductive researchers fo come up 
with valuable inventions after long periods of fruitless effort. 
The commercially minded executive frequently finds his pa- 
tience sorely taxed during the waiting period.”’ 

For this reason, several manufacturers emphasize 
that they do not-measure productivity on a day-to-day 
basis, but instead over a period of years. 


Subjective Factors 


In addition to or in lieu of attempts to judge re- 
searchers’ productivity, some manufacturers report that 
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their evaluations of research personnel are based on 
“subjective” or “intuitive” factors. Often mentioned in 
this connection are such characteristics as technical 
competence, initiative, scientific growth potential, stat- 
ure, effort expended, ability to work with others, and 
quality of work. 


PERSONNEL APPRAISAL FORMS 


To assure uniformity and consistency in their periodic 
evaluation of researchers, some of the companies sur- 
veyed make use of personnel appraisal forms. A number 
of these firms find that forms used to appraise the per- 
formance of the general working force are equally suited 
to the evaluation of researchers. Others have designed 
special forms to be used in assessing the progress, 
achievements and shortcomings of research and tech- 
nical workers. 

The traits most often covered in the personnel ap- 
praisal forms of reporting companies are: 


¢ attitude and cooperation « reliability » productiv- 
ity « job and technical knowledge + judgment « 
planning and administrative skills + contribution of 
workable ideas « accuracy « adaptability + person- 
ality + quality of work « capacity for development « 
leadership ability + relationships with others « drive 
« ability to communicate 


Most of the appraisal forms used by companies co- 
operating in this month’s survey merely require the 
researcher’s supervisor to make a check mark indicating 
the degree (ranging typically from “‘deficient”’ to “‘out- 
standing’’) to which the employee possesses a particular 
trait. Others require the evaluator to answer several 
open-end questions; e.g., “what is the employee doing to 
improve himself?”? Selected examples of rating forms 
used by responding companies are shown in the accom- 
panying exhibits. 

The comments of responding executives with regard 
to the value of their appraisal forms range from “useful 
at some performance levels” to “‘very successful.’’ In the 
opinion of several executives, the forms are most useful 
as an indication to the supervisor of the type of factors 
which should be considered in the employee’s evalua- 
tion. Other respondents report that appraisal forms 
have greatest utility in apprising an employee of the 


<—« APPRAISAL CHECK LIST 
FOR RESEARCH PERSONNEL 


This appraisal checklist is used by a petroleum com- 
pany for evaluating its research personnel and other 
technical specialists. On questions requiring a ‘‘rating”’ 
by the reviewer, the check list provides specific, multiple 
rating possibilities—e.g., six choices ranging from 
“poor” to ‘‘excellent.”’ 
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progress he is making and informing him of the areas in 
which improvements can be made. Toward this end, 
some companies require that the evaluation be signed, 
and in a few cases commented upon, by the employee. 


INCREASING RESEARCH OUTPUT 


Many executives believe that maintaining a “creative 
atmosphere”’ is one of the best ways to increase the 
productivity of researchers. The nurturing of such an 
atmosphere consists of more than just good equipment 
and working conditions, according to several respond- 
ents. It is especially important, in the opinion of many 
executives, that the research worker be made aware of 
management’s interest in and recognition of his con- 
tribution to the company’s progress. 

Furthermore, many executives stress that the way in 
which their research work fits into the general goals and 
objectives of the company should be made absolutely 
clear to technical personnel. One way to accomplish this, 
several manufacturers suggest, is to have research per- 
sonnel actively participate in the high-level meetings 
during which the research program is formulated and 
over-all company objectives are determined. The indi- 
vidual scientist who feels that he is an important part 
of the enterprise, says one officer, will measure up to 
what is expected of him. In this connection, another 
executive points out, the scientist must realize that his 
efforts are important to the company and that manage- 
ment takes an interest in exploiting the information he 
creates. 

What happens when management does not evince 
such an interest is discussed by an electrical equip- 
ment company executive, who observes: 


“'Scientific personnel are well-educated people. Offen a man 
will be given a small project and will not be told what it relates 
to. He will know nothing about it except the specific part he is 
to work on. When he finishes, he still does not know what he has 
contributed to. Such men often resent this. They are not made to 
feel that they really belong to the organization or that anyone 
thinks enough of them to even ask questions. Such a develop- 
ment tends to take away a lof of an intelligent man's interest in 
his work.’ 


Other executives express the belief that a research 
assignment should be challenging as well as interesting 
—sufficiently challenging, says one executive, so that 
the assignment is more difficult than the individual 
himself thinks he can handle. 

Respondents frequently point to the individual re- 
searcher as the key to management’s search for crea- 
tivity. “The best way to maintain creativity at high 
levels is to have people aboard who do it naturally, 
thereby establishing a tone for the entire laboratory,” 
says an electrical equipment manufacturer. Several 
executives believe that the effectiveness of research per- 
sonnel is enhanced most by promoting the concept of 
teamwork. Nevertheless, an individual who is a self- 
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starter is eagerly sought after. As one company officer 
puts it: 


‘'We expect our research engineers to be fairly free wheel- 
ing and uninhibited in their approach to problems, and also to 
see them through to a reasonable solution. This puts a premium 
on the creative, individualistic person, with considerable self- 
motivation. '' 


The value of an “imaginative” administrator in ob- 
taining increased research productivity is mentioned by 
a number of executives. A few believe that the adminis- 
trator should provide close, constant supervision. More 
often, however, the effective administrator is said to 
provide general guidance only and allows researchers 
some latitude in the development of product ideas. He 
“supervises but doesn’t stifle.” He is able to “‘talk the 
language of the scientist”’ and is in a position to be 
“sympathetic but demanding.” 


Cutting Red Tape 


Some companies are attempting to increase research 
productivity by reducing delays that can take place 
during the course of a research program. With this in 
mind, several are trying to keep “‘fringe’’ functions at a 
minimum. These companies believe that research work 
must be kept directly related to immediate problems 
and objectives and, further, that adequate services 
should be provided to relieve the scientist from the 
burden of subsidiary functions, such as writing specifica- 
tions or investigating secondary sources. This can be 
achieved, suggests one manufacturer, “by providing 
adequate analytical, secretarial, library and other infor- 
mation-seeking services.” 


Reward as an Incentive 


The beneficial effects of a good salary on the produc- 
tivity gf the research worker is noted by a number of 
executives. In several instances, specific attempts are 
made to provide compensation and advancement 
equivalent to those available to administrative person- 
nel for research workers who may be interested prima- 
rily in research rather than in management. 

As a further incentive, several respoudents have ini- 
tiated bonus programs to reward exceptional achieve- 
ment. For example, a furniture company gives cash 
awards to employees making patent applications and 
additional awards when the patent is granted. The com- 
pany hopes thereby to stimulate employees to think in 
terms of patentable ideas. An unusual incentive system 
is described by an oil company executive as follows: 


‘‘An_ intelligently administered secret bonus system is a 
‘must,’ in order to build up productivity. Even though the 
recipient remains secret each year, a great many people around 
the laboratory have had these bonuses and realize that their 
efforts will be rewarded by unusually large bonuses if they 
succeed. "’ 
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Several respondents point out that financial incen- 
tives, while an important consideration, are not neces- 
sarily of prime concern to the researchers. In the opinion 
of one executive, “recognition in his field, or in the 
scientific world is more valuable and stimulating to the 
scientist than additional dollars in the pay envelope.” 


THE RESEARCH BUDGET 


The methods used by their companies to appropriate 
research funds and to control subsequent expenditures 
are described as “‘generally satisfactory” by most of the 
executives surveyed. Another 25% of the executives 
commenting on this point indicate that they are highly 
gratified with their present arrangements. Only 15% of 
the respondents consider their techniques for research 
appropriations and control to be inadequate. In the 
opinion of some of the latter, management cannot 
afford to be satisfied with budget procedures and con- 
trols so long as research activities are continuing to 
increase. 

Most of the participating companies determine the 
aggregate size of their research budget either as a per- 
centage of estimated sales or as required by individual 
project needs. In many of the cases reported, both fac- 
tors receive consideration in the course of drawing up a 
detailed budget, and the difference is often one of 
emphasis. 


Linked to Sales or Earnings 


A number of the companies that set the over- 
all size of their research budget as a percentage of esti- 
mated sales use what is called an “‘historical’’ or “tra- 
ditional” percentage. For other firms, the “fixed” per- 


’ centage may vary widely, depending on business 


conditions, and it can be adjusted as management 
deems necessary. 

Some respondents who use a fixed percentage of sales 
to determine research appropriations report that this 
method is not always sufficiently flexible for the needs of 
the company. In the words of one executive, the presi- 
dent of an aircraft parts firm: “Gearing our budget to 
estimated sales creates a real problem when sales 
change. When sales decline, many projects are so far 


along that it appears unwise to eliminate them. As sales _ 


expand, we have a corollary problem since it is difficult 
to plan increased expenditures in research without a 
very substantial lead time.” 


Allocating the Total 


Those companies that set a ceiling on the total re- 
search budget—as a percentage of sales or, in a few 
cases, on the basis of estimated earnings—break down 
the total amount by division, by area of scientific 
investigation, or most commonly by project. An office 
equipment company’s allocation of the total research 
budget by project is described by the firm’s president: 
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EXHIBIT D 


Preliminary Evaluation of Proposed Research and 
Development Projects 
The following check list is used by a refrigeration 


machinery company as the basis for preliminary evalua- 
tion of proposed research and development projects. 


1. Description, purpose and priority of project 
2. la) Does request relate to present lines of 
products? 
Check: 
(1) To improve product 
(2) To lower costs 
(3) To meet change in industry requirements 


(4) Substitute or replacement material for product or 
parts 


(5) To manufacture a component part now purchased 
outside 


(6) Other reasons 
Does request relate to new line of products? 


Check: 


(1) To diversify lines 
(2) To offset seasonal production 
(3) Other 


. Customer acceptance 


. Effect it will have on sale or need for current 
products 


. Use of present marketing facilities 
. Use of existing manufacturing facilities 
. Patents 
(a) Any known similar patented items? 
{b) Does new product have patent possibilities? 


. If a new item or major redesign of a current item: 
(a) Market possibilities 
Immediate (per year) 
Potential (per year) 


(b) Net selling price range—estimated 
(c) Competitive products 
(d) Competitive product prices 


. Estimated cost of research and development work 
(a) Preliminary investigation 
(b) Completion of functional design 
(c) Market analysis, if required 


10. Disposition 


‘Our annual research appropriation is obtained by relating a 
predetermined percentage to sales. This constitutes the over-all 
budget. Simultaneously, we analyze our projects and determine 
their relative priority based on such factors as immediate and 
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future market needs. As we analyze each possible project, we 
determine the amount of manpower that should be devoted to 
it to obtain results. This makes it relatively easy to assign dollar 
limits to the project and the sum of the project totals is then 
brought into line with the over-all budget by a more stringent 
analysis of priorities."’ 


Somewhat similar is the procedure followed by a 
communications equipment company that bases its cor- 
porate research appropriations on projected earnings 
and allocates this total among the operating divisions. 
This approach is described by the company treasurer as 
follows: 


“The annual research appropriations is arrived at in three 
sfeps: 


e Operating divisions submit their budget and program pro- 
posals to the vice-president—-engineering and research, and 
to the executive offices. 


e The executive office establishes a gross ceiling for research 
appropriations based on a forecast of earnings. 


e The director of research on the staff of the vice-president— 
engineering and research, supported by an evaluation 
board composed of division representatives, reviews and 
evaluates all research projects. The weaker projects are 
eliminated.”’ 


Emphasis on Project Needs 


In determining the amounts to be allocated to re- 
search, some of the companies surveyed place primary 
emphasis on the individual project needs rather than on 
the aggregate amount to be set aside for scientific and 
development work. According to several executives, this 
approach has the advantage of allowing the company to 
devote to a given project as much money as can be 
justified on the basis of potential. For example, one 
company president states: ““When it becomes necessary 
for us to do some scientific engineering, we go the limit 
to give it peak performance.” However, still other 
respondents point out that their project budgets are 
nevertheless tempered by the availability of financial 
and manpower resources. 

In determining the scope of the projects to be under- 
taken, long-term plans and industry position are of 
great importance to a number of cooperating compa- 
nies. For example, competitive position is the major 
factor in determining the size of the research budget of 
one rubber company, whose vice-president explains: 


‘‘The level of our research expenditures is based on our intent 
fo be competitive within our industry. This objective is attained by 
making regular estimates of our market position and by making 
gradual adjustments of research expenditures to maintain the 
desired position. In some product lines where our share of the 
market is less than we think it should be, we set research 
expenditures at a figure somewhat higher than would be neces- 
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sary merely to remain competitive. In addition, research expendi- 
tures on product diversification are extremely high relative to the 
current commercial interest in the new area but bear a normal 
relationship to the long-term commercial interest in this area.” 


CONTROLLING RESEARCH EXPENDITURES 


At the outset, most companies require advance justifi- 
cation of proposed expenditures for each new research 
project. Often, the person or department who originates 
the project, or who assumes responsibility for it, must 
complete a special form which provides information on 
the project and formally requests approval for it.! These 
project approval fornis frequently cover such factors as 
the purpose of the project, its chance of success, its 
market potential, anticipated cost savings, facilities re- 
quired, time schedules, anticipated costs, and estimated 
return on investment. Pointing up the advantages of 
such a procedure, one firm observes that while estimates 
of this type are difficult to make, they force manage- 
ment to investigate each project before money is budg- 
eted, thereby holding luxury projects down to a 
minimum. 

Once research projects are approved and under way, 
the method most commonly used by survey companies 
to control research expenditures consists of a continuing 
examination of the variance between budgeted and 
actual costs. One respondent in three relies on such a 
control system. 

Accounting statements containing actual versus budg- 
eted cost comparisons are, in many of the instances 
cited, prepared for management on a monthly basis, and 
the person in charge of the project is held strictly ac- 
countable for all controllable expenses. This accounta- 
bility receives further emphasis in those companies 
requiring that an approaching exhaustion of funds be 
reported to management in order to obtain additional 
allocations. In other companies, substantial variations 
become! “the basis of management conferences’ only 
after they have been incurred. 

Some companies report that they have little difficulty 
in controlling costs since by far the largest part of their 
research expenditures (70% in the case of one company) 
is attributable to manpower expenses. Consequently, 
these executives state that controlling the manpower 
level serves to control the research budget. A few 
respondents find that costs can be shifted by transfer- 
ring researchers to other projects or departments. How- 
ever, the president of a chemical company believes that 
if the staff is adjusted in size very frequently, morale 
will suffer. 

The principal source of difficulty in controlling re- 
search costs for many companies comes from their ina- 
bility to determine in advance “how much it will cost to 
go down a previously untraveled road.” A few compa- 
nies admit that their cost control problem stems from 
the inadequacy of their initial estimates of project costs, 


1 For an example of such a form, see exhibit D 
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and at least one has established a training program for 
engineers to reduce the error in estimating costs. 

On the other hand, a number of executives share the 
view of an aircraft company president, who believes 
that although controls are useful in keeping manage- 
ment informed, budgets cannot realistically be adhered 
to. “This is true,” he says, ““because a particular project 
can run into unforeseen troubles that substantially in- 
crease the expenditures required. It appears impossible 
to ask an engineer to invent ‘to budget’.” 

The uncertain time element sometimes makes budgets 
difficult to maintain. In a machinery company, scien- 
tists are required to do formal planning and scheduling 
before they start work. It is understood, however, that 
such schedules are not rigid restrictions, but are tools 
for increasing the scientists’ effectiveness. 


EFFECTIVE MAXIMIZATION 


Some respondents examine expenditures in the light 
of potential gain rather than requiring close adherence 
to the original budget. Consequently, these respondents 
are less affected by the need for accurate cost forecasts. 

Several executives indicate that their company’s re- 
search expenditures seldom exceed amounts budgeted 
and that, if anything, the problem is quite the reverse. 
In this connection, an electrical equipment manufac- 
turer expresses the belief that it is just as important to 
use the money budgeted by accomplishing the work 
planned as it is not to overrun the appropriation. ““The 
real problem,” states this executive, “is to maximize the 
effectiveness of the work done.” 

This view is shared by a few other respondents who 
point out that control of actual expenditures does not 
necessarily ensure that value is received for the amount 
spent. For example, the president of a textile company 
makes this comment: 


‘For a comparison of expenditures with the budget to have 
meaning, if is quite important that those in charge of research be 
able to measure the true progress of the several projects. The 
‘break-through’ is a reminder that the 
evaluation of real progress on a research project should never 
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be confused with the summation of the expenditures on it.”’ 


As a check on actual research progress, several of the 
companies surveyed maintain periodic reports on the 
status of each project under way. Such reports often 
contain a description or title of the project, progress to 
date, a statement of the project’s objective, comments 
on future work, a summary of the amount of time and 
money expended thus far, the project authorization, and 
a listing of the person or persons responsible for the 
project. 

GERALD J. Fucus 
G. CLtark THOMPSON 
Division of Business Practices 
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CANADIAN-AMERICAN 
RELATIONS. 


by R.M. FOWLER 


ly WE ARE honest about it, we must admit that we 
have done rather badly in our relations with the United 
States over the past year. There are many old, and new, 
frictions between these two friendly nations. In Canada 
the simplest way for a public speaker to catch the head- 
lines is to give a rousing speech which masquerades as 
rugged, independent Canadianism but is really no more 
than anti-Americanism. This is a cheap and easy way to 
seek popular acclaim; and it is dangerous and may be 


disastrous. 
In this industry we are fond of saying, and can say 


with accuracy, that we are the largest component in the 
Canadian economy. We can also say that we are a 
typical Canadian industry. How does the picture of 
Canadian-American relations look when viewed in the 
narrower and more specific framework of this industry? 

One cannot be overly precise about it, but my guess 
is that 32% or about one third of the Canadian pulp 
and paper industry is controlled by American parent 
companies. Of the balance, 11% is controlled by 
British companies, and thus about 56% is Canadian 
controlled. In this breakdown, I am not trying to make 
exact estimates of share ownership—either the con- 
siderable ownership of stock in American parent com- 
panies by Canadians, or the even larger ownership of 
stock in Canadian companies by Americans. This is no 
more than a rough and ready division of the sheep and 
the goats (and you are free to decide which is which) on 
a company by company assessment between American 
control, British control, and those where the control 
obviously resides in Canada. 


Glad To Have Them 


It may be useful to ask why these American companies 
came to Canada and decided to invest their treasure in 
Canadian pulp and paper production. It is no mean in- 
vestment: something of the order of one billion dollars 
in original investment and retained earnings. I believe 
these American companies came here because they 
were motivated by something more than a desire to 

1 From an address delivered by Mr. Fowler, president, Canadian 


Pulp and Paper Association, at its annual luncheon, in Montreal on 
January 27, 1961 
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make a fast dollar. They had, of course, a mixture of 
motives. All of them, no doubt, felt that they were 
making a sound investment that offered reasonable 
prospects of profit. I cannot think that any of us would 
want to criticize them for that. Probably they all felt 
that they were coming to a country with a stable form 
of government which would assure them fair treatment 
on their Canadian ventures. Some came because Canada 
offered them special inducements and advantages, 
perhaps lower raw material costs, or tax concessions, or 
cheaper power, or some other cost attraction. Many 
came because they wanted to obtain an assured supply 
of raw and basic materials. They would not have come 
otherwise and we in Canada were glad enough to have 
them on those terms, 


On the Plus Side 


We may sometimes forget that there is another side 
to that coin. The American (or British) company that 
comes to Canada to obtain a needed source of raw 
materials brings more than money. It brings also 
technical skill and the product of long years of research. 
It also provides for Canada an assured market for the 
products of its Canadian subsidiary that in many cases 
would not be an available market to an independent 
Canadian company. 

Our estimate is that American-controlled companies 
in this industry ship about 42% of total pulp and paper 
exports to the United States. It is a matter of passing 
interest that, controlling 32% of the industry, they 
provide 42% of our American exports. If they had 
chosen to build mills in the United States or in other 
countries, instead of in Canada, we would today be 
shipping not $900 million annually but perhaps $525 
million of products to the United States. No doubt, if 
there had been money enough in Canada, and an ade- 
quate supply of initiative and imagination and willing- 
ness to take risks, some portion of the difference might 
have been developed independently by Canadians. But 
there is no doubt at all that, without American invest- 
ment, we would have a much smaller industry today 
than we now have—smaller in total production, smaller 
in employment, smaller as a purchaser of Canadian 
services and goods and smaller in its exports to the 
United States and other countries. 

But the contribution of American investment to the 
Canadian economy is to be measured by more than the 
export figures. These enterprises are here in Canada, in 
the form of bricks, mortar, and machinery. They buy 
Canadian food for their woods camps, Canadian chem- 
icals and electric power; they use Canadian transpor- 
tation services and provide jobs for Canadian workers 
both within this industry and in many related in- 
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dustries. Incidentally if I may say so, some of our most 
distinguished industrial leaders are former Americans 
who have become vigorous and articulate Canadians. 
Of the permanent labor force in the mills of this in- 
dustry totaling about 75,000 people, something like 
25,000 jobs are provided to Canadian residents by com- 
panies controlled in the United States. These figures 
take no account of the proportion of the 250,000 woods 
workers who are employed by American-controlled 
companies and no account of the many thousands of 
Canadian workers in other industries who are employed 
because of the demands for goods and services by 
American-controlled companies. So we have a larger ex- 
port trade, greater purchases of Canadian goods and 
services, and more jobs for Canadians as a result of the 
heavy investment by Americans in this industry. 


Good Trade and Employment 


Now was all this—and I ask the question seriously —a 

horrible national mistake? Would we have been better 
off, as some of our more solemn and dedicated nation- 
alists are telling us, to have had a slower growth and 
tried to do the entire job ourselves? I cannot, for the 
life of me, see the logic of that kind of thinking. This is 
the desire to please ourselves, which, as the old saying 
goes, is “‘a desire that tempts us to design an imaginary 
portrait of ourselves—which is weakness.” This is good 
trade and good employment and the result of it has 
been to stimulate our economic growth and give to all 
Canadians a higher standard of living than they would 
otherwise have had. 
- Surely the time has come for us Canadians to take 
this large chip off our shoulder. We have become fool- 
ishly sensitive and critical because we hear that this or 
that substantial percentage of a Canadian industry is 
controlled by foreigners. We seem to have the idea that 
somehow our birthright has been stolen. But we wel- 
comed this investment when it came to Canada, and, as 
far as I know, we could as grown-up, adult people 
have said that we did not want it and it would have 
gone elsewhere. Certainly, had we been willing and able 
to do it ourselves there was nothing at all to prevent us. 
Instead, we accepted this foreign investment with 
enthusiasm and its results have been by an overwhelm- 
ing margin beneficial to Canada. I suggest we should 
stop moaning and groaning about it. 

Having said all this, I would like to say to my 
American friends, both within and outside this industry, 
that there is some basis for Canadian anxieties and 
resentments toward the United States that Americans 
have been slow to recognize. They should know that 
part of the current friction between these two friendly 
countries is caused by their own mistakes and even 
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more by their own omissions. I have noticed in my 
travels about the world that when Americans go to 
establish business ventures in other countries, let us 
say to Mexico or to France, they are very careful to 
take account of local susceptibilities and adapt them- 
selves to local conditions. The accommodations vary: 
sometimes it is a local partnership; sometimes a share 
offering; sometimes local directors and managers. 

But the form of the arrangement is of little impor- 
tance; the essential thing is that when Americans go 
elsewhere in the world they are conscious of the fact 
that they are in another and different country and act 
accordingly. Speaking generally, when they come to 
Canada they do not do this. They pay us the compli- 
ment of treating us as if we were all the same, and per- 
haps this is natural enough when we speak the same 
language, have a similar outlook, and enjoy many per- 
sonal friendships across our common border. 

But the plain fact is that the United States and 
Canada are not the same. It is open for each of us to 
decide which is better or which he prefers, but it is es- 
sential to recognize that differences exist. We have a 
different form of government; we have different histories 
and cultures, although both go back to similar roots; 
and we have substantially different economic positions, 
with Canada having far greater dependence on world 
trade than the United States. But I suspect the greatest 
difference between these two countries is political, in the 
broadest sense of that word—a difference in the role we 
each play in the world. The United States, by reason of 
its size and wealth and idealism, is the acknowledged 
leader of the free world; Canada is a middle power and 
could become an important influence in world councils 
as a leader of the smaller and middle-sized powers. The 
two roles are different and as the French say in a slightly 
different context, ‘“‘vive la différence.”’ 


What To Do About It 


It is important to us, if we are to play our role effec- 
tively, that we remain an independent nation with a 
separate and distinct identity. It is no less important to 
the United States that we do so. But, if we are to per- 
form somewhat different functions in the world, there 
are bound to be differences in policy between us from 
time to time, some frictions in our relations, some out- 
right disagreements that we should recognize and accept 
as inevitable and even desirable. When these divergences 
of policy occur, we in Canada should not promote them 
as a show of independence toward the United States, 
and Americans should not, as too often they do, regard 
them as an example of unfriendliness and even betrayal 
of the United States. 

If, as I believe, deterioration of relations is one of 
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the most important problems facing both countries, 
what can be done about it? 

For Americans, I suggest two things. First, I suggest 
that they should make a bigger and more conscious 
effort within the United States to know about Canada 
and its separate and different problems. Our greatest 
complaint is that too often Americans forget us and 
ignore us. In their recent election campaign there was 
scarcely any mention of Canadian-American relations 
by either party; relations with the United Arab Repub- 
lic loomed larger in the debate than relations with 
Canada. When last summer there was a debate in the 
U.S. Senate on foreign trade policy, the subject of trade 
with Canada was not even mentioned, although it is 
larger in volume than trade with all of South America, 
or all of the European Common Market. Whereas the 
Canadian attitude is one of extensive knowledge and 
consciousness of the United States which becomes 
overly touchy and overly sensitive, the American atti- 
tude is one of general public ignorance and massive 
insensitivity toward Canada. Both attitudes are not 
only irritating, but a serious mistake. 

Secondly, I suggest that when American companies 
come to Canada to establish subsidiaries here they 
should recognize that they are coming to another coun- 


try and should take account of the different conditions. 


and attitudes and aspirations that exist. These sub- 
sidiaries must become good and active corporate citizens 
of Canada. I must say at once that a great many of 
them, who are already here do precisely that; many 
former Americans who are heads of Canadian subsidi- 
aries have become Canadian citizens and are among our 
most vigorous and most respected leaders. But there are 
some who provide unfortunate examples of behavior 
that can all too readily be generalized into criticisms 
of U.S. subsidiaries in Canada. 


The Basic Philosophy 


In the current debate about the extensive investment 
by Americans in Canadian industry, the problem is 
usually broken down into a number of separate issues. 
It is suggested that financial statements should be pub- 
lished, that Canadians should have a chance to buy 
shares, that more Canadians should be employed in 
senior positions and more research should be done in 
this country. No doubt all these steps have some value 
in themselves, but all could be taken by a company and 
the problem would remain unsolved. A subsidiary can 
sell stock to Canadians, can have Canadian personnel 
throughout, can give generously to charity and so on, 
but if most of the decisions are made back in the home 
office by men whose interest in the Canadian operation 
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is not greater and often less than their interest in a 
dozen similar operations throughout the world then that 
subsidiary is not being a fully Canadian corporate 
citizen. 

The first essential is decentralized, autonomous Ca- 
nadian management in the subsidiary. But autonomy is 
not in itself enough. There must be a philosophy under 
which management makes its decisions with full aware- 
ness and sympathy for the interests of Canada. It is 
more than compliance with Canadian laws, which the 
subsidiary must observe in any event. Indeed I doubt if 
this problem can be solved by legislation, although we 
may be faced with undesirable and ineffective legislation 
if a solution is not found otherwise. An American com- 
pany operating in Canada must go to some lengths to 
discover what are the broad objectives of Canadian 
policies and what are the basic aspirations of the Cana- 
dian people, and seek not only to identify itself with 
them but to work toward furthering them. It should be 
emphasized that this course should be adopted in the 
essential interests of the company itself and not as a 
reluctant adaptation to Canadian public opinion. We 
need American investment in this country, and we 
welcome it when it becomes fully Canadian in its opera- 
tions. But because of its size and power we fear domina- 
tion if it does not become fully Canadian. 

And for Canadians, I repeat that we must stop being 
so touchy and sensitive in our attitudes toward Amer- 
ican investment. It has brought us great advantages in 
the past, and we will need much more of it in the future 
if our economic growth is to continue and the living 
standards of Canadians are to rise steadily and rapidly. 
A national pride is a good thing for a nation to have. 
It is right that Canadians should seek a national sense 
of identity and a distinctive form of nationhood. In this 
sense, nationalism is a good and valid force. But it is a 
force that can easily become misdirected and dangerous. 
The pages of history are splattered with examples—from 
ancient Sparta to modern Ireland—of the stultifying 
and damaging effects of excessive nationalism. 

Today, there are many new nations emerging through- 
out the world and they are exhibiting fiercely national 
sentiments. Oddly enough, this is occurring just when 
older nations are beginning to sense from their own 
experience that nationalism does not offer real solutions 
for their problems. Similarly, a narrow nationalism will 
not provide any simple, long-term solutions for Canada’s 
problems. 

The Canadian solution of the problem of nationalism 
is, of course, important for us to find in our own im- 
mediate interests. But it is doubly important if Canada 
is to play its true role as a leader of the smaller and 
medium sized nations. 
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Recent Merger Decisions: Shifting Problems 


Every major acquisition shifts the competitive bal- 
ance of the acquiring company and modifies the com- 
position of one or more markets. Of all the acquisitions 
that occur, only a limited number attract formal charges 
under the merger act.' But those that attract charges 
suggest that certain types of acquisitions should be 
undertaken with caution. 

In December, 1960, THE CONFERENCE Boarp pub- 
lished “‘Mergers and Markets: An Economic Analysis of 
Case Law,” a study designed to explore the business 
implications of the Clayton 7 decisions of the Federal 
Trade Commission and the courts between December, 
1950, and May, 1960.? The present article is designed to 
update the Board’s earlier study and to examine the 
economic questions that have received fresh considera- 
tion in recent decisions. 

Between May, 1960, and March, 1961, eight merger 
decisions were handed down by the Federal Trade Com- 
mission or the courts. Four of these constitute the basic 
material for the present analysis (Columbia Pictures, 
Jerrold Electronics, Scott Paper, and Pillsbury Mills).’ 
One additional decision (Continental Can) cannot be 
analyzed because no written opinion is available. The 
other three (Procter & Gamble, Foremost Dairies, and 
Union Carbide) represent preliminary opinions of a 
Federal Trade Commission hearing examiner and are 


now pending before the Commission.‘ These cases 
are, however, of such interest that some of the 
questions they raise will also be noted. 

The most striking distinction between the pre-May, 
1960, and the post-May, 1960, decisions is a shift away 
from acquisitions involving simple horizontal or vertical 
relations between the acquiring and acquired unit to 
cases involving more complex patterns.® While both the 
earlier and the later cases raise questions concerning 
acquisitions of competitors, customers, or suppliers, the 
later cases also raise questions about market expansion, 
diversification, and more complex forms of company 
growth.® What precisely does this mean? 


NONCOMPETITIVE GROWTH PATTERNS 
CHALLENGED 


Acquisitions designed to propel a company into mar- 
kets in which it has not previously operated have been 
assuming increasing significance since World War II. 
Although this form of growth has been more important 
in some of the recent cases than in others, all the 
acquisitions here considered were designed in whole or 
in part to fortify the acquiring company for entry into 
new markets. 


1 Section 7 of the Clayton Act states that: 


“ce 


. n® corporation engaged in commerce shall acquire directly or 
indirectly, the whole or any part of the stock or other share capital 
and no corporation subject to the jurisdiction of the Federal Trade 
Commission shall acquire the whole or any part of the assets of 
another corporation engaged also in commerce, where in any line of 
commerce in any section of the country, the effect of such acquisi- 
tion may be substantially to lessen competition, or to tend to create 
a monopoly.” 


(The antimerger act of December 29, 1950, Public Law 899, Sec. 7, 
38 Stat. 731, as amended; 15 U.S.C. 18) 


2 See Betty Bock, “Mergers and Markets: An Economic Analysis 
of Case Law,” Tur Conrerence Boarp, Studies in Business Eco- 
nomics, Number Sixty-Nine, 1960 


3U.S. v. Columbia Pictures Corp. et al. US DC SDNY CCH Trade 
Cases, Par. 69,766, July 1, 1960 

U.S. v. Jerrold Electronics Corp. et al. US DC EDPa, CCH Trade 
Cases, Par. 69,784, July 25, 1960 

In the matter of Scott Paper Company, FTC Final Order, Findings 
and Opinion (Docket No. 6559) December 15, 1960 


In the matter of Pillsbury Mills, Inc., FTC Final Order and 
Opinion (Docket No. 6000) December 16, 1960 


4In the matter of Procter & Gamble Company, Initial Decision of 
FTC Hearing Examiner (Docket No. 6901) June 17, 1960 
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In the matter of Foremost Dairies, Inc., Initial Decision of FTC 
Hearing Examiner (Docket No. 6495) December 9, 1960 


In the matter of Union Carbide Corporation, Initial Decision of 
FTC Hearing Examiner (Docket No. 6826) February 8, 1961 


5 There is no clear-cut terminology for describing patterns of ac- 
quisitions. The standard vocabulary distinguishes among “horizon- 
tal,” “vertical,” and “conglomerate” acquisitions. “Horizontal” refers 
to acquisitions of competitors; “vertical” to acquisitions of customers 
or suppliers; and ‘“‘conglomerate” to other acquisitions. It may be 
noted, however, that this classification fails to take account of two 
critical problems: (1) the term conglomerate actually covers a wide 
range of dissimilar acquisition patterns; and (2) where an acquiring 
company is already vertically integrated or diversified, an acquisition 
may well fall into two or more categories 


6In the Columbia Pictures case, Screen Gems, a subsidiary of 
Columbia, had acquired the exclusive right to license for television the 
pre-1948 feature film library of Universal Pictures 

In the Jerrold Electronics case, Jerrold was an originator and major 
manufacturer of community antenna system equipment and had ac- 
quired ten community antenna systems, one of which was sold before 
trial. 

In the Scott Paper case, Scott had acquired Soundview Pulp 
Company, a manufacturer of bleached sulphite pulp; Detroit Sulphite 
Pulp & Paper Company, primarily a manufacturer of paper stock, 
including waxing stock; and Hollingsworth & Whitney, an integrated 
paper company manufacturing a wide range of paper products unlike 
Scott’s. 

In the Pillsbury case, Pillsbury had acquired Ballard & Ballard 
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In some cases the acquisition has taken the acquiring 
company directly into a new but established product 
line or a new geographic area. In others it has laid the 
basis for expansion into a young and developing indus- 
try. And in one case a series of three noncompetitive 
acquisitions has established the groundwork for a com- 
pany’s growth not only in its established lines but also 
in a new but related line. 


Expanding into a New Product Line 


Pillsbury Mills’ acquisitions of Ballard & Ballard and 
the Duff Baking Mix Division of American Home Foods 
involved both horizontal geographic expansion and di- 
versification moves. With Ballard & Ballard, Pillsbury 
acquired family flour, bakery flour, formula feed and 
prepared mix facilities in the Southeast, as well as 
Ballard’s “‘oven-ready”’ biscuit business. With its subse- 
quent acquisition of Duff, Pillsbury acquired a cake and 
hot-roll mix business to become the country’s outstand- 
ing manufacturer of flour-based mixes. 

Procter & Gamble’s acquisition of The Clorox Chemi- 
cal Company represents product diversification. Procter 
& Gamble, the country’s largest producer of soaps and 
detergents and one of the country’s largest advertisers, 
had,-said the Commission, for many years been con- 
sidering entering the household liquid bleach market. 
With its acquisition of Clorox, the country’s largest 
producer of household liquid bleach, it at once became 
the country’s principal supplier of that product. 


Expanding into New Geographic Areas 


Foremost Dairy’s acquisitions of dairy companies in 
widely scattered geographic markets represent expan- 
sion into new geographic territories. Pillsbury’s interest 
in Ballard’s Southeastern location and Scott’s interest 
in Soundview’s West Coast and Hollingsworth & 
Whitney’s Alabama and Maine facilities also demon- 
strate an interest in geographic diversification. 


Expanding into Growth Industries 


Screen Gems, a subsidiary of Columbia Pictures, had 
acquired the exclusive right to license Universal Pic- 
tures’ pre-1948 feature film library for television and 
was, therefore, able to offer Columbia and Universal 
pre-1948 feature films to television stations as a single 
package. Although horizontal, the acquisition was de- 


Company, a manufacturer of family flour, bakery flour, formula 
feeds, and oven-ready biscuits; and the Duff Baking Mix Division of 
the American Home Foods, Inc. (a wholly owned subsidiary of 
American Home Products Corporation), a manufacturer of biscuit, 
cake, and muffin mixes. 

In the Procter & Gamble case, Procter & Gamble had acquired the 
Clorox Chemical Company, a manufacturer of household liquid 
bleach. 

In the Foremost case, Foremost had acquired numerous dairy 
products companies throughout the country. 

In the Union Carbide case, Union Carbide had acquired the 
Visking Corporation, a manufacturer of polyethylene film and synthe- 
tic sausage casings. 
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signed to fortify Screen Gems’ bargaining position in a 
relatively new and growing market. 

Similar in this respect is Jerrold Electronics’ acquisi- 
tions of community television antenna systems. Starting 
in 1948, Jerrold had begun to develop master television 
antenna equipment designed to enable a single antenna 
to serve a number of television receivers. The first 
equipment was intended for dealers selling television 
sets and for apartment houses. Two years later Jerrold 
began designing so-called community master television 
antenna equipment for towns where television signals 
could not be received directly. Beginning in 1955, 
Jerrold began a program of purchasing community 
antenna systems, acquired ten systems, and sold one. 
Although Jerrold argued that these acquisitions repre- 
sented investments, the court held that the acquisitions 
represented vertical growth into a new and expanding 
market. 

Another acquisition in a new and expanding industry 
is exemplified by Union Carbide’s acquisition of the 
Visking Corporation. Of particular concern to the Com- 
mission’s hearing examiner in this case was the fact that 
the largest domestic manufacturer of polyethylene 
resins had, through the acquisition, automatically be- 
come the largest polyethylene film extruder. 


Adding to Acquired Facilities 


Although many acquiring companies plan to convert 
or expand acquired facilities, no one of the recent cases 
raises the question of the merger act status of this 
method of growth in so sharp a form as the Scott 
decision. Scott had acquired Soundview Pulp Company, 
Detroit Sulphite Pulp & Paper Company, and Hollings- 
worth & Whitney Company. Soundview was a producer 
of pulp of the type Scott uses in its papers. After the 
acquisition, Scott added a new paper mill and a convert- 
ing plant to the Soundview facilities. The acquisition 
may therefore be classified as both conglomerate and 
vertical. 

Detroit Sulphite was primarily a manufacturer of 
paper stock and made no converted paper products that 
competed with Scott’s at the time it was acquired. Base 
paper stock for waxing was the only Detroit Sulphite 
product also produced (but not sold) by Scott. Prior to 
the acquisition, Scott had been purchasing Detroit 
Sulphite’s entire output of this stock. 

After the acquisition, Scott rebuilt two paper ma- 
chines and built and installed one new machine at 
Detroit Sulphite and installed converting equipment. It 
also put up a new building beside the existing Detroit 
Sulphite mill containing a paper machine and pulp 
and finishing equipment. Since the original Detroit 
Sulphite facilities established a base for the expansion 
of paper-making and converting facilities, the original 
acquisition may be classified as conglomerate as well as 
vertical. 

Finally, prior to acquisition by Scott, Hollingsworth 
& Whitney was a vertically integrated company selling 
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an extensive line of paper products that did not overlap 
Scott’s. After the acquisition, Scott installed new build- 
ings and paper machines and converting equipment at 
Hollingsworth’s Mobile site, and rebuilt three paper 
machines and installed one new machine at its Winslow 
site. Although not directly classifiable under any exist- 
ing scheme, the absence of horizontal and vertical fea- 
tures mark this acquisition as primarily conglomerate. 

While all three of the expanded acquired properties 
were used to fortify Scott’s output in its traditional 
product lines, it was also able to use its new facilities to 
enter the paper napkin market. 


MARKET BOUNDARIES AS CASE ISSUES 


The merger act requires that the potential effects of 
an acquisition be tested in definite markets. Contro- 
versy can accordingly arise concerning the product, 
geographic, or time dimensions of the markets affected 
by an acquisition. 


Product Dimensions 


The dimensions of the product market exercise a deci- 
sive influence on the level of market shares, concentra- 
tion, and other statistical measures of market structure. 
They also determine the nonstructural market factors 
that will be taken into account by the Commission and 
the courts in examining the probable effects on competi- 
tion of an acquisition. It is therefore not surprising to 
find that vigorous arguments were presented in the 
Jerrold Electronics, Columbia Pictures, and Union Car- 
bide cases, among others, as to how the product market 
should be defined. 

In Jerrold, the Department of Justice had urged that 
“community antenna systems” should constitute the 
relevant market. Jerrold argued in reply that commu- 
nity antenna systems are just one application of master 
antenna,systems and that the supply and demand for 
master antenna systems equipment throughout the 
United States should define the market. The court 
adopted a middle ground and found the market broader 
than that urged by the Justice Department and nar- 
rower than that proposed by Jerrold; 7.e., the market for 
“community system equipment.” 

In Columbia Pictures, the government had urged that 
pre-1948 feature films represent a separate category of 
television entertainment. The court did not agree and 
held that economic realities compel appraisal of pre- 
1948 feature films in a market context that includes 
domestic and foreign post-1948 feature films, live shows, 
video-taped live shows, and syndicated features. It 
based its ruling on the ground that interproduct com- 
petition is highly relevant in determining what markets 
may be affected by a merger: “Interproduct competition 
has always been recognized where it has been found to 
exist in effective degree. Where it is not found in effec- 
tive degree, the products are not competing and there- 
fore cannot be included in the same market.” 
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In his Union Carbide opinion, by contrast, the hear- 
ing examiner ruled that considerations of interproduct 
competition must be subordinated to considerations 
concerning the special characteristics and uses of a 
product. He held that there is a distinction between 
methods appropriate for defining the product market in 
monopoly and in merger cases. 

Contrasting the du Pont (cellophane) decision! with 
the du Pont (General Motors) decision,” he found that 
Sherman 2 and Clayton 7 tests are antithetical in ap- 
proach and philosophy and that du Pont (General 
Motors) is controlling in merger cases.* He held accord- 
ingly that it was not necessary to include as part of the 
market a wide range of substitutes for film-grade 
polyethylene resins on the ground that a line of com- 
merce is established wherever a product has “peculiar 
characteristics and uses.” This ruling and the product 
market theory it implies is now open for decision by the 
Federal Trade Commission. 

Clearly much remains to be clarified concerning the 
appropriate criteria for defining the product markets 
affected in an acquisition case, but it is already apparent 
that the courts and the Commission tend to focus on 
actual competition—or limitations on competition—as 
they work themselves out in the specific sales experience 
of the acquiring company and its competitor. The fact 
that decisions are still few and rulings are grounded in 
highly specific market situations has, therefore, resulted 
in a set of individual case methods of defining product 
markets that defies simple generalization at this time. 


Geographic Dimensions 


Questions concerning methods of determining the 
geographic boundaries of markets affected by an acqui- 


‘sition arose in what is perhaps their most controversial 


form in the Scott case. Scott had argued that the 
effects of its acquisitions should be measured where it 
sells—in each market where it faces regional competi- 
tion. The Commission did not agree and held that the 
market was the United States. 

The mere fact that the majority of Scott’s competitors 
confine their sales to one or more regions does not, said 
the Commission, in itself signify that no effective 
nationwide area of competition exists. It noted that 
Seott and four of its competitors who sell nationally 
accounted for 39.02% of the aggregate market in 1950 
and for 45.96% in 1955. The Commission noted also 
that many buyers for resale are large food chains which 
sell goods over extensive areas, and that local and 
regional markets which are components of the national 
market are closely interrelated. The Commission ruled 
that since the industry’s products are sold and used 
throughout the nation and since Scott as well as some 

U.S. v. E. I. du Pont de Nemours and Co., U.S. Supreme Court, 
CCH Trade Cases, Par. 68,369, 1956 


2U.S. v. E. I. du Pont de Nemours and Co., U.S. Supreme Ct. 
CCH Trade Cases, Par. 68,723, 1957 


3 See Betty Bock, “Mergers and Markets,” op. cit. 
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of its leading competitors sell throughout the United 
States, it was appropriate to study the effects of the ac- 
quisitions in the United States as a whole. 

A different but related question arose in the Pillsbury 
case with respect to the section of the country affected 
by the Ballard acquisition. The hearing examiner had 
held that the geographic market was the Southeast and 
the United States as a whole. He further subdivided the 
Southeast into a rural and an urban market. Pillsbury 
had argued that the Southeastern market could not be 
so subdivided. The Commission ruled, however, that the 
market was not only the Southeast but also urban mar- 
kets in the Southeast, since Pillsbury was particularly 
strong in urban as contrasted with rural areas. 

In the Columbia Pictures case, the court held that the 
Metropolitan New York City area rather than any 
broader geographic region was an appropriate section of 
the country. It found that Screen Gems treated the New 
York City area as a single television market, that Screen 
Gems quoted separate rates for that market, and that 
the seven New York TV stations competed only with 
one another in the sale of TV time for local advertising. 

The above decisions are unanimous in holding that 
the appropriate geographic area is not an abstract 
entity and that the character of competition determines 
the extent and boundaries of the market. Thus a geo- 
graphic market may be found to be national even 
though the acquiring and acquired companies do not 
sell in all markets; equally, the market may be relatively 
narrow and at the same time relatively broad, as in the 
Pillsbury case. 


Time Dimensions 


The apparent effects of an acquisition may differ with 
the years for which market facts are considered. This 
fact is highlighted by a controversy that occurred in the 
Scott case. In putting together evidence on Scott’s 
acquisitions, counsel for the Commission had surveyed 
the sanitary paper products and waxed paper markets 
to determine the shipments and therefore the market 
shares and relative standing of each company operating 
in these markets in 1950 and 1955. 

The hearing examiner held that the 1950 figures 
represented too low a base from which to measure the 
changes effected by the acquisitions. He also held that if 
figures for 1955 were used, data for the intervening 
years should also have been taken into account to 
**. . . Show the trends and changes during the entire 
six-year period.” 

The Commission disagreed, holding that 1950 was the 
year when Scott began its current acquisition program 
that resulted in a doubling in its pulp capacity and a 
substantial increase in its capacity to produce finished 
products. By 1955, said the Commission, the improve- 
ments and facilities at the acquired properties were 
supplying substantial amounts of finished products and 
paper stock, as well as more pulp, and were therefore 
contributing to Scott’s enhanced market position. 
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The same type of issue was raised with different con- 
sequences in the Columbia Pictures case. There the 
Department of Justice had urged consideration of pre- 
1948 feature films only. Since this represents a limited 
and clear-cut market, the percentage of this market 
controlled by Screen Gems represented a substantial 
figure. The court, however, found that pre-1948 feature 
films were, by the time suit was brought, in competition 
with post-1948 feature films as well as other types of 
live and taped television program material. 

Related treatment of the time dimension of the mar- 
ket appears in the Jerrold decision, where the court 
pointed out that the relevant time period was not the 
dates at which Jerrold’s acquisitions took place but the 
date when the case was brought. It noted that the rapid 
rate of growth of the industry had resulted in almost 
overnight changes in community television antenna 
equipment, its applications, and the available market, 
and that therefore the Jerrold acquisitions bulked 
smaller than at an earlier period. 

These cases show there is no single rule for determin- 
ing what years are relevant in determining the effects of 
an acquisition. The years prior to and after a series of 
acquisitions may well be taken into consideration, as in 
the Scott case. The shape of the market at the time when 
suit is brought will also be given consideration, particu- 
larly if opportunities for competition have changed as 
compared with the period when an acquisition was made 
—as in the Columbia Pictures and Jerrold Electronics 
cases. 

Indeed, if new competition is clearly imminent it will 
apparently be taken into account. Such new competition 
cannot, however, be conjectural; nor can it be only 
competition from other major companies buying out 
companies already in the field. In the Scott case, for 
example, Scott had shown that such companies as 
Procter & Gamble and American Can had recently come 
into the sanitary paper products market. The Commis- 
sion found, however, that neither of these represented 
additions to the number of companies, since each had 
already been a major company in some other line and 
had gone into sanitary paper products through acquisi- 
tion of previously independent companies.! 


FACTORS BEARING ON COMPETITIVE 
EFFECTS 


Once the dimensions of the relevant markets are 
established, the nature of the acquisition, the stature 
and competitive history of the acquiring company, and 
the competitive makeup of the markets affected are all 
given consideration in determining whether an acquisi- 
tion may substantially lessen competition or tend to 
monopoly. Although based on what is essentially an 
artificial distinction, the range of factors taken into con- 

1 Procter & Gamble Company had acquired Charmin Paper Com- 


pany, and American Can Company had acquired Marathon Corpora- 
tion, which had itself previously acquired Northwestern Paper Mills 
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sideration can be divided into those that are primarily 
structural and those that are primarily nonstructural.! 


Structural Factors 


The following types of structural factors have, for 
example, carried great weight in the recent decisions. 


1. Company size and growth 


The assets, sales, and profits of the acquiring company 
and its growth over a substantial period is cited in 
virtually every case. In the Scott decision, for example, 
the Commission’s opinion notes that Scott’s assets grew 
from $51.5 million in 1950 to $304.3 million in 1958. Its 
sales of trademarked sanitary paper products rose from 
$97.7 million to $231.6 million between those two years. 


2. Elimination of a major independent company 


Viewed as simple arithmetic, every acquisition re- 
duces the number of independent companies in a market 
by one. It is obvious, therefore, that this fact alone has 
no bearing on a merger decision. But if the acquired 
unit represented a substantial competitive factor whose 
elimination as an independent company may be ex- 
pected to lessen competition substantially, there is 
reason for concern under Clayton 7. 

In the case of Pillsbury’s acquisition of Ballard, for 
example, the Commission pointed out that Ballard was 
an old, established firm, highly diversified and highly 
competitive with Pillsbury in the Southeast. It was one 
of the few regional companies in the Southeast that was 
able to compete effectively with nationwide distributors. 
The limited number of other regional companies of sig- 
nificant size having comparable premium flours did not 
sell widely or emphasized sales in rural areas and there- 
fore were not so competitive as Ballard in the cities. The 
acquisition of Ballard, therefore, said the Commission, 
removed an important and effective competitor from the 
Southeastern market. 


3. Shifts in market shares 


The percentage of the relevant market accounted for 
by an acquiring unit before and after an acquisition 
plays an important role in the decisions, although there 
is no specific share of a market that will be questioned. 

In 1950, the year prior to the first of its three chal- 
lenged acquisitions, Scott had, for example, been the 
leading United States producer of sanitary paper prod- 
ucts and household waxed paper and had accounted for 
26.76% of shipments by tonnage in that year. By 1955, 
it accounted for 32.72%, and the acquired properties, 
said the Commission, accounted for 8.45 percentage 
points of the 1955 figure. The Commission found, ac- 
cordingly, that shipments from the acquired properties 

1 For present purposes, factors bearing on the size, shape, and 
products of the acquiring and acquired companies and the other 
companies making up a market are considered structural. Nonstruc- 


tural factors are those delineating companies’ methods of operating 
in these markets 
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represented a strategic segment of Scott’s increasing 
share of the total sanitary paper products market and 
that without it, Scott’s market share might have de- 
clined from 26.76% in 1950 to 24.27% in 1955. 

In the Union Carbide case, the hearing examiner 
found a substantial lessening of competition, even 
though the market share of the acquiring company had 
been falling. He pointed out that in 1956, Union Car- 
bide’s share of the polyethylene resins market was 
slightly under 60%, almost three times that of its nearest 
competitor. By 1959, its share had declined to slightly 
under 50%. But this share, said the hearing examiner, 
““.. . was still very great.’ He pointed out that at the 
time it acquired Visking, Union Carbide was and still is 
**.. . the major factor in the polyethylene resin mar- 
ket, and particularly in the polyethylene film-grade 
resin market.” He noted that the largest producer of 
polyethylene resin had acquired the largest purchaser of 
such resins, and therefore had the power to exclude the 
seven other producers from a substantial segment of the 
buying market. 

In the Jerrold case, the percentage of the United 
States community antenna systems market accounted 
for by Jerrold’s acquisitions, although not proved, ap- 
peared to the court to have run between 1.5% and 
10.0%. Since the systems were outlets for Jerrold’s 
products and services, the court noted that this was the 
percentage of the market that to all intents and pur- 
poses was foreclosed to Jerrold’s competitors. The court 
refused, however, to find that this percentage of fore- 
closure in itself signaled a probable lessening of competi- 
tion. It did, however, hold that Jerrold’s acquisitions 
were approaching the point where this effect might be 
expected “. . . when they are examined in the context 
of Jerrold’s prominent position in the industry.” 

It should be noted, however, that in its Pillsbury 
opinion, the Federal Trade Commission stated that 
market-share evidence taken alone is not the criterion in 
an acquisition case. It will not, says the Commission, 
base decisions on rigid statistical standards, but will 
engage in case-by-case examination of all relevant fac- 
tors to ascertain the potential economic consequences of 
a merger. ““The ultimate question,” the Commission 
stated, “is whether the merger produces a likelihood of a 
substantial lessening of competition or a tendency 
toward monopoly in the future. That question cannot be 
resolved merely by measuring market shares against 
some rigid statistical standard of universal applica- 
bility.” 

4. Gaps in market shares 


Market-share figures taken alone tell nothing about 
the competitive composition of a market unless the 
shares are very high. For this reason, the Commission 
has increasingly looked to the gap in market shares (or 
market position) between the acquiring-and-acquired 
unit combined and their nearest competitor. The Scott 
opinion, for example, exhibits this type of reasoning in 
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clear-cut form. The Commission notes that in the com- 
bined market for sanitary paper products and household 
waxed paper, Scott’s share increased from 26.76% in 
1950 to 32.72% in 1955, but was more concerned with 
the fact that Scott’s principal competitor had only 8.0% 
of the market in 1950 and 8.63% in 1955 and that its 
other competitors had even smaller shares. 


5. Number and relative sizes of competitors 


The number and relative sizes of the companies mak- 
ing up a market receive explicit attention in many of the 
cases. Indeed such facts generally serve as a bridge be- 
tween facts about the acquiring and acquired units and 
facts concerning the markets affected. In the Scott case, 
for example, the Commission found that in 1955 the 
sanitary paper products industry consisted of 122 pro- 
ducers. Only six were selling all five of the relevant paper 
products, while approximately fifty marketed only one 
product. More than a half-dozen producers were selling 
throughout the United States, but the remaining pro- 
ducers sold in regional or local markets only. And in the 
Pillsbury case, the Commission noted that in 1952, 
1954 or 1956 there were 124 companies delivering family 
flour in the Southeast; most were, however, very small 
and practically unknown outside their local territories. 


6. Changes in concentration! 


Concern with the degree to which an acquisition may 
increase the combined shares of the major companies in 
a given market (as distinct from the share of the acquir- 
ing company alone) has been a marked feature of most 
acquisition decisions. 

In the Pillsbury decision, for example, the Commis- 
sion pointed out that because Ballard was an old and 
established firm in the Southeast, its acquisition added 
materially to Pillsbury’s competitive strength in the 
area and materially furthered concentration in that 
market. The Commission noted that “this increase in 
concentration must be viewed from a perspective that 
envisions the history of mergers in the industry and the 
trend to fewer, larger firms.”” The Commission also 
found that Pillsbury’s acquisition of Duff removed an 
effective competitor and resulted in increased concen- 
tration in an industry in which sales were already con- 
centrated in two leading companies. 

The notion that an acquisition may result in an in- 
crease in concentration applies in the first instance only 
to horizontal acquisitions such as Pillsbury’s, since 
neither vertical nor conglomerate acquisitions can result 
in a direct change in concentration. The Commission 
has, however, found in some cases that vertical and 
conglomerate acquisitions have enhanced the strength 
of the acquiring or the acquired unit and therefore may 
serve as a base for expansion of an already dominant 

1 The concept of concentration refers to the percentage of a market 
accounted for by any small number of companies. See Betty Bock, 


“Concentration Patterns in Manufacturing,” THe CoNnrERENCE 
Boarp, Studies in Business Economics, Number Sixty-Five, 1959 
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position and a corresponding increase in concentration. 

In the Scott decision, for example, the Commission 
noted that concentration in the sanitary paper products 
industry was high. In 1955, the four largest producers 
accounted for two thirds of all sanitary paper products 
marketed for resale. The Commission went on to point 
out that in view of Scott’s dominant position in the 
sanitary paper products market the challenged acquisi- 
tions had materially strengthened its ability to compete 
and had, therefore, resulted in further concentration in 
this market. 


7. Opportunity for entry 


An important competitive characteristic of a market 
is “ease of entry.” Thus the fact that few new companies 
have come into a market may weigh against an acquisi- 
tion; conversely, the fact that many new companies 
have come into a market may negate a prior enforce- 
ment agency charge that an acquisition may lessen 
competition. 

In the Scott case, for example, the hearing examiner 
had found that the sanitary paper products field is 
expanding and is relatively easy to enter. The Commis- 
sion disagreed, finding that to enter the field as an 
integrated producer requires a high plant investment in 
proportion to each dollar of sales and large outlays for 
timber reserves and working capital. Noting that no 
producer entering the field since 1950 had succeeded in 
becoming a substantial market factor by 1955, it stated: 
“The formidable barriers to successful opening of dis- 
tributive channels by a newcomer with a single line or 
short line of sanitary paper products are evident from 
the record and require no further comment.” 

In the Pillsbury case, the Commission found the lack 
of entrants even more marked. It noted that milling 
establishments in the United States had declined from 
11,601 in 1909 to 803 in 1954. At the same time, there 
had been an almost complete lack of new entrants in the 
flour business in the Southeast; indeed, only one new 
family flour mill had been built in the area after 1940. 

And in Union Carbide, the hearing examiner noted 
that the increase in the production of polyethylene resin 
in recent years was accomplished by large well-estab- 
lished chemical companies and not by new companies 
entering the field. He noted that the probability of new 
entrants was slight because only large well-established 
corporations, experienced in chemical manufacture and 
amply financed, had any prospect of successful growth 
in the field. 

By contrast, in Jerrold Electronics the court noted 
that the number of community antenna systems had 
been increasing and that the industry’s rapid rate of 
growth had resulted in almost overnight changes in 
equipment, applications, and available markets. In view 
of these facts, the court found that no one of Jerrold’s 
past acquisitions alone or combined with previous ones 
could be said to foreclose so large a portion of the market 
that a substantial lessening of competition was likely. 
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Columbia Pictures presents the most clear-cut set 
of facts with respect to an open market. The court 
noted that the government’s theory that the combined 
licensing of Columbia and Universal pre-1948 feature 
films might substantially lessen competition overlooked 
the increasing competition afforded by other types of 
television programming: 


‘‘In addition to the competition afforded by other types of 
television programming, including Videotape, the number of 
distributors competing for the custom of the television stations is 
substantial; and entry into the business is easy. In 1957 there 
were 315 distributors of filmed television programming; in 1958 
there were 330; and in 1959 there were 323. There were 62 
new entrants in 1958; and 35 in 1959." 


Nonstructural Factors 


The following types of nonstructural factors have also 
carried weight in the recent decisions. 


1. Price leadership 


The Commission has held in effect that when a price 
leader acquires a former competitor, the tendency of 
other companies to follow its pricing is increased and 
opportunities for active price competition may be sub- 
stantially lessened. The price-leadership concept as it 
appears in the merger cases does not imply price identity 
but merely refers to the fact that competitors tend to 
take account of the prices of a leader in making their 
own prices. Indeed, there has been neither charge nor 
implication that such market behavior amounts to price 
fixing in the antitrust sense. 

In the Scott case, for example, the Commission noted 
that in general the sanitary paper products industry 
uses Scott’s prices as a gauge and that companies are 
unlikely to make any price change—particularly an up- 
ward revision—without weighing the impact from 
Scott’s prices. Although many producers were found to 
sell at lower prices than Scott, some testified that Scott 
could promulgate prices that would “stick” and others 
could not; the Commission noted that this meant that 
Scott was regarded by many of its competitors as the 
price leader in the industry.! 


2. Competitive advantage of lowered costs 


While many acquisitions, and particularly vertical 
ones, are designed to afford operating economies, such 
facts appear to be of concern only when cost savings are 
found to fortify the market position of an already 
dominant company. In the Scott case, for example, the 
Commission noted that Scott’s three acquisitions af- 
forded production and marketing economies, as well as 


1 And in Union Carbide, the hearing examiner noted: 

“Visking’s prices set the standard for the industry, and, except in a 
few special instances, the smaller polyethylene film manufacturers are 
compelled to accept that standard and to adapt their own prices to the 
fluctuating ceiling so established by Visking.” 
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other advantages which could be reflected in Scott’s 
prices, advertising, promotions or profits. The Commis- 
sion therefore held that the acquisitions tended to widen 
the existing disparity in resources between Scott and 
many of its rival producers. 


3. Competitive advantage of large-scale promotion 


Like other nonstructural factors, the use of advertis- 
ing and promotions does not in itself mean that an 
acquisition will be invalidated. It is, however, becoming 
increasingly apparent that when an acquiring company 
is already outstanding in its market and has been in the 
habit of making advertising and promotion expenditures 
far beyond those of its competitors, the acquisition may 
be questioned. 

In the Scott findings, for example, the Commission 
noted that the superior consumer and trade acceptance 
enjoyed by Scott products resulted in great part from 
Scott’s sustained and growing expenditures for adver- 
tismg and promotion. The Commission noted that 
Seott’s expenses in this category were $2.9 million in 
1950 and $10.4 million in 1956. To take in sales receipts 
equivalent to these expenditures a competitor would— 
even as early as 1950—have needed to sell 9,241 tons of 
sanitary paper products. But of the 129 companies 
reporting in that year, only twenty-two had sales in 
excess of this figure. The Commission noted, for ex- 
ample, that Brown Company had tried in 1955 to enter 
the resale market for toilet tissue and towels in northern 
New England. It spent approximately $202,000 on this 
campaign, but Scott spent approximately $2.5 million to 
advertise the same two products in the same year. 
Therefore, although Brown had spent 79% of its “sales”’ 


_ of toilet tissue and towels to finance its advertising cam- 


paign, it was unable to break into the market. The 
Commission summed up its concern as follows: “The 
magnitude of the competitive disparities and handicaps 
which will result if the respondent [Scott] continues to 
increase its expenditures for advertising and promo- 
tional activities at their past rate of increase is obvious.” 


4. Leverage in competition for shelf space 


In its findings in the Scott case, the Commission noted 
that the Soundview, Detroit Sulphite, and Hollings- 
worth & Whitney acquisitions put Scott in a position to 
expand its productive facilities at a far lower cost than 
that required for new construction of comparable 
plants. With expanded production, Scott proceeded, 
said the Commission, to strengthen its merchandising 
operation. It was able to sell mixed or assorted carloads 
from widely separated plants and had, for example, 
advertised this advantage as follows: ‘‘Only Scott offers 
a line that meets your paper department needs for 
variety, price range and individual customer prefer- 
ence —with one order.” 

Similarly, the hearing examiner noted in his Procter 
& Gamble opinion that Clorox’s household liquid 
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bleach, when added to Procter & Gamble’s multiproduct 
line of soaps and detergents, had a better opportunity 
for shelf space than when sold as a single product. The 
hearing examiner pointed out that there is an acute 
shortage of shelf space and that this is one of the things 
that manufacturers compete for in grocery stores, espe- 
cially in the larger supermarkets. He noted that obtain- 
ing and retaining adequate shelf space is a fundamental 
objective of Procter & Gamble salesmen. Indeed, the 
company carries out special programs designed to 
realign soap, detergent, and cleanser shelf space by 
grouping products into departments and allotting shelf 
space in ratio to sales movement. The record of Procter 
& Gamble as an aggressive competitor for limited shelf 
space and the advantages conferred by its multiproduct 
line therefore weighed heavily in the hearing examiner’s 
opinion that the Clorox acquisition might result in a 
substantial lessening of competition in the household 
liquid bleach market. 


SIMPLE RULES vs. FACTOR ANALYSIS 


Running through current discussion of the merger act 
has been a deep-seated controversy concerning basic 
criteria- of violation. Some students have argued for 
relatively precise rules based on limited and specific 
data. Others have argued that such rules cannot take 
account of the changing forms of competition in dy- 


namic markets. Those who stand behind definite and 


ostensibly simple statistical tests are said to be in favor 
of per se rules, while those who would have the agencies 
rely on a more extensive array of company and market 
evidence are said to be in favor of a rule-of-reason 
approach. 

Those who subscribe to a per se approach have argued 
that an acquisition should be considered capable of sub- 
stantial injury to competition whenever it gives the 
acquiring company more than a fixed percentage of a 
market or whenever it will raise concentration in a par- 
ticular market to a given level or by a given number of 
percentage points. Since such rules would apply pri- 
marily to horizontal acquisitions, related rules are de- 
signed to cover vertical acquisitions and generally focus 
on the percentage of a market accounted for by the 
acquired unit.! 

By contrast, both the Federal Trade Commission and 
the courts have refused to formulate per se rules or to 
hang decisions on bare statistics concerning . market 
shares or concentration. 

The Commission has stated its position in its Pills- 
bury opinion: 


. . Section 7 cases are not to be decided on the basis of 
per se tests. We stated [in our interim opinion in the Pillsbury 
case in 1953] that there must be a case-by-case examination of 
all relevant factors in order to ascertain the potential economic 


1 Rules of this kind are not generally designed to cover conglomerate 
acquisitions 
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consequences of the challenged merger. In Section 7 cases 
decided since that decision the courts have examined a wide 
range of market factors in considerable detail and have avoided 
per se rulings.’ 


The Commission pointed out, however, that case-by- 
case examination of all relevant factors does not mean 
that Section 7 proceedings are to be considered ‘“‘dump- 
ing grounds for masses of economic data” and notes that 
it will definitely not require broad economic inquiries 
into every conceivable relevant market factor. 

In the Columbia Pictures decision, the District Court 
ruled in the same vein. It noted that statistics alone 
cannot reflect the competitive consequences of an 
acquisition—although they may, if the percentages run 
very high: 


‘'Statistics dealing with only rank and percentages do not by 
themselves suffice to describe whether the vigor of competition 
has been affected. There may be cases involving very large per- 
centages in certain contexts from which one may infer the 
probability of a substantial anticompetitive effect. However, the 
case at bar does not present such circumstances. "’ 


OPEN QUESTIONS 


As is to be expected when company and market 
activities are assessed on a case-by-case basis, any 
limited series of decisions raises as many questions as it 
answers. It is not, therefore, possible within the scope of 
the present paper to detail the questions left open for 
future decisions, but three of the most significant may 
be noted. 


Cumulative Acquisitions 


In the Scott decision, the Commission, and in the 
Jerrold Electronics decision, the court refused to con- 
sider a series of acquisitions piecemeal but examined the 
impact of a series of acquisitions taken together. The 
Commission has, for example, stated that where not 
just one but a series of acquisitions is involved, the 
merger act “does not require that the effects of each 
[acquisition] be weighed separately, but authorizes 
evaluation of their combined or cumulative effects.”’ 
Each of these cases, however, concerned a national 
market. In the Foremost case, by contrast, the hearing 
examiner ruled that the relevant markets were local and 
held that the effect of each of Foremost’s acquisitions in 
each market should :be considered separately. This 
decision is now pending before the Commission. 


Acquisitions vs. Improvements 


In its Scott decision, the Commission found that all 
three sets of acquired facilities had been improved and 
expanded to contribute directly or indirectly to Scott’s 
output of sanitary paper products and waxed paper. 
Scott had argued that it had not acquired these im- 
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provements and expansions but had created them and 
that they should, therefore, not be taken into account in 
examining the competitive effects of the acquisitions. 
Counsel for the Commission disagreed, arguing that 
without the acquired properties the additional paper- 
making and converting units would not have been avail- 
able so promptly or so economically to increase Scott’s 
output and enhance its market position. Since the Com- 
mission agreed with its own counsel, only a court deci- 
sion on appeal can settle this issue. 


Status of Diversification 

In horizontal acquisition cases, a competitor of the 
acquiring company is eliminated and the market poten- 
tial of the acquiring company is enhanced. If the acquir- 
ing company was outstanding in its markets and if the 
acquired company was a major factor in its markets, a 
finding of a probable substantial lessening of competi- 
tion has resulted. In vertical acquisition cases, competi- 
tors of the acquiring company may be foreclosed from 
access to an outlet or to a supplier. If the acquired unit 
was a substantial factor in its own markets, anticom- 
petitive effects may also be substantial. 

Although oversimplification is dangerous, decisions of 
this kind have hinged primarily on a finding that a 
major independent competitive unit had been elimi- 
nated, that the competitive strength of an already 
dominant company had been increased, or that a sub- 
stantial market might be foreclosed to competitors. 

Where, however, a market has been expanding, where 
additional companies have been entering the market 
freely, and where the acquiring company has accounted 
for a relatively limited and declining share of the mar- 
ket, decisions have gone against the enforcement agen- 
- cles, regardless of whether the acquisition was horizontal 
or vertical. 

Still open for further examination are cases where 
neither direct horizontal nor direct vertical relations be- 
tween*the acquiring and acquired company are signifi- 
cantly at issue. The Commission’s decision in the Scott 
case and the hearing examiner’s opinions in the Procter 
& Gamble and Foremost cases, for example, raise par- 
ticularly penetrating questions as to whether more com- 
plex acquisition patterns may be examined and a wider 
array of competitive effects equated to a probable 
substantial lessening of competition. 

In Procter & Gamble, the central question before the 
Commission is whether an acquisition of a company 
that is neither vertically nor horizontally related to the 
acquiring company is capable of substantially lessening 
competition if the acquisition substitutes a company 
that is already dominant in a series of related lines for 
a moderate-sized independent competitive unit. 

Finally, in Foremost, the Commission must decide 
whether a cumulative series of acquisitions in geo- 
graphic areas where a company has never operated— 
and where markets are local—can be found substan- 
tially to lessen competition. The hearing examiner held 
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that they could not, unless the acquired company 
occupies a dominant position in its local markets or the 
acquiring company has used competitive methods that 
signal undue market power. 


Not until questions such as these have been finally 
decided will it be possible to know whether, and to what 
extent, diversification by acquisition is affected by the 
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V 
Business Forecasts 


General: Investment Outlook 


The Investment Outlook for 1961 (published by the Bankers 
Trust Company Economies Department, under the direction 
of Roy L. Reierson, March 3)—‘“‘Last year, the volume of 
funds raised in the financial markets amounted to about $41 
billion. This was substantially below the record-breaking $58 
billion of 1959, chiefly because of a swing from a $10.5-billion 
rise in 1959 to a $2.7-billion decline in 1960 in the publicly 
held debt of the United States Government and its agencies. 
In 1961, United States Government and agency debt is almost 
certain to expand anew, and the amount of investment funds 
raised this year is also likely to be higher. As an offset, how- 
ever, the volume of short-term funds raised in the market place 
is expected to be substantially below 1960, so that the amount 
of credit expansion in the aggregate in 1961 may be of the same 
general magnitude as in the preceding year. 

“Underlying this appraisal of the credit outlook is the as- 
sumption that the sag in business activity, under way since 
the late spring of 1960, will soon taper off and that evidence of 
recovery will appear within the next few months. Within this 
general framework, the major factors likely to affect credit 
conditions in 1961 are projected as follows: 


‘The current liquidation of business inventories will be followed 
by some inventory rebuilding later in the year, so that for 1961 as 
a whole inventory liquidation is likely to be only about $1-2 
billion. 

‘'The decline in business spending on plant and equipment is 
likely to taper off during the course of the year, with the possi- 
bility that the trend may be reversed in the closing months. For 
the year as a whole, capital outlays are expected to show a de- 
cline of 5% or less. , 

‘'Privately financed housing starts as well as construction ex- 
penditures in the aggregate are expected to expand by a 
modest 3-5% over 1960. 

“'Retail sales of passenger cars are projected some 10-15% 
below last year, with lower priced compact cars accounting for 
a somewhat larger share of the market. 

“‘Living costs and prices of industrial products may rise I-2% 
in the course of the year. However, while there may well be re- 
newed roncern over inflation, a resurgence of inflation psychology 
comparable to that of the 1955-1957 period is not assumed 
here.” 
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Metalworking Appropriations: End of the Decline? 


ly 1960, the metalworking industries! authorized al- 
most $3.4 billion for the purchase of new plants and 
equipment. This sum was a third under the survey 
record of more than $5 billion approved in 1959, but it 
easily scaled the mark of $2.6 billion set aside during 
1958. Indeed, by the third quarter, the amount ap- 
proved last year exceeded the entire volume set aside 
the year before last. 


INFLUENCE OF BASIC STEEL 


The decline in capital appropriations from the sums 
authorized in 1959 commenced in the first quarter of 
1960 and extended to the end of the year at a moder- 
ately accelerating rate. The amount approved in the 
last three months was only half as great as that in the 
same period a year earlier, following cuts in the first 
three quarters that rose from a fifth to a third. 

The pattern of cutbacks in the fourth quarter of 1960 
was similar to that in the earlier periods: the basic iron 
and steel industry (SIC 331) accounted for a major 
share of the curtailments in every quarter of 1960 except 
the second. Moreover, the trend toward progressively 
greater cuts was largely traceable to this industry. In 
the last three months it approved only 20% as much as 
in the final quarter of 1959, the largest year-to-year 
slash since the first quarter of 1958. The previous dips 
ran to three fifths each in the first and third quarters, 
and one fourth in the second three months. 

The severity of the year-to-year drop in basic steel 
approvals at the end of 1960 is partly a reflection of the 
unusually large sum for a fourth quarter that was 
authorized at the end of 1959. At that time the steel 
workers returned to the mills under a court order termi- 
nating the postwar record-breaking strike, and produc- 
tion bounced back to peak rates as the producers at- 
tempted to replenish what were widely believed to be 
virtually depleted stocks in the hands of steel users. 
Steel industry appropriations evidently benefited from 
these boosts to operations and business expectations. 

The other metalworking industries as a group author- 
ized more for capital investment in the first quarter of 

1 Metalworking is defined in this survey to include these major 
industrial categories: metal furniture, primary metals, fabricated 
metal products, machinery (except electrical), electrical machinery 
and equipment, transportation equipment, and instruments and 
related products. The survey excludes metalworking industries in 
ordnance, for reasons of national security, and miscellaneous metal 
manufacturing industries, because they are a minor part of the total 


and typically comprise small companies for which capital budgets are 
lacking 
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1960 than a year earlier. In the April-June period, 
they then cut approvals by almost a third. During 
the last two quarters, however, the year-to-year dips in 
nonsteel appropriations held steady at about a fourth. 
Thus the downturn outside the steel industry not only 
slackened in the second half of last year but was also 
stabilized. 

The approval trends of three major industry groups 
flattened out in the third and fourth quarters last year: 
fabricated metal products, nonelectrical machinery, and 
electrical machinery. The electrical machinery group 
almost matched their year-earlier approval rate in the 
fourth quarter of 1960, a dramatic improvement upon 
the third-quarter setback of more than three fifths. 

Of the thirty-eight metalworking categories, fifteen 
posted year-to-year advances in the fourth quarter last 
year. This was a better showing than in the second and 
third quarters, when only thirteen groups increased 
their authorizations. On this basis, the low point of the 
recent contraction in capital investment decisions was 
reached in mid-1960, and a recovery seemed possibly 
under way in the last three months. 


THE ADVANCING INDUSTRIES 


Generally speaking, the best improvements occurred 
in the electrical machinery industries, while next in line 
were the fabricated metal products groups. Many of 
these improvements, though relative, were important— 
against a spreading and deepening of cutbacks between 


This is the eleventh in a regular series of quarterly 
articles on trends in capital appropriations authorized 
for expenditure on new plant and equipment in the 
metalworking industries. With the fourth quarter of 
1960, the metalworking survey has completed four 
years of data collection. This study is sponsored by 
Iron Age, and furnishes detailed information on capital 
appropriations for thirty-eight separate manufacturing 
industries. These industries produce capital goods and 
consumer durables, the most sensitive of all manufac- 
turing fields to changes in general business conditions. 

The Conference Board Business Record for De- 
cember, 1958, contained the initial report on metal- 
working capital appropriations and explained the sur- 
vey's methods and limitations. Reprints of the reports in 
this series are available on request. 
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Corner Turned in Scope of Gains 


© Percentage changes in metalworking appropriations in quarters from 1958 to 1960 relative to approvals in the same quarters of preceding years 
4 Percentage of all divisions or companies reporting increases in appropriations over similar quarter o year earlier 
Based upon capital appropriations reported by 715 divisions or companies in thirty-eight separate metalworking industries 


So Source: The Conference Board 
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the second and third quarters, rates of decline lessened 
and actual gains spread from the third to the fourth 
quarters. 

This pattern emerged in the electrical machinery 
industries as early as the third quarter of 1960, and 
developed further in the fourth quarter. For example, 
against one year-to-year advance in the second quarter, 
three such gains were scored in the third quarter, and 
four in the final months of the year. 

Among the fabricated metal products categories, 
gains occurred in only two of the eight branches from 
the second to the third quarters. From the third to the 
fourth quarters, six of the industries showed improved 
trends. 

Thus recovery appeared under way in these groups of 
industries by year end. This may indicate the underly- 
ing trends in other industries since the electrical ma- 
chinery producers and the metal fabricators are impor- 
tant in the markets for power apparatus and com- 
ponents used in both the capital goods and consumer 
goods industries. 


MORE UNITS REPORT GAINS 


The proportion of company divisions that increased 
appropriations over their year-ago marks at the end of 
last year provided another hint that the downturn in 


40 


125 


100 


EXTENT OF 
‘DIVISIONAL 


capital investment planning had come to a halt. In the 
initial quarter of 1960, almost half the reporting units 
exceeded their year-earlier approvals. In the second 
quarter, the proportion fell to 43%. In the third quarter, 
only 37% boosted appropriations, while in the final 
quarter the proportion was 38%. Whether this indicator 
shows that a recovery was actually under way in the 
fourth quarter or whether approvals were simply 
“bumping along the bottom” may be a legitimate issue 
for debate, depending upon how much leeway one must 
allow for statistical roughness. 

At the very least, the decline in approvals last year 
appeared to reach bottom in the third quarter. It is 
noteworthy, moreover, that the percentage of divisions 
reporting year-to-year advances has not yet been in 
error in indicating the underlying trend of capital 
appropriations. 

This fact may be seen at a glance on the chart 
above which shows the curve of divisional gains as 
well as the line traced by the year-to-year percentage 
changes in the dollar sums approved by all the metal- 
working companies. It is evident that the percentage- 
change curve has been uneven, and indeed took a false 
turn downward in the second half of 1958. The measures 
of the scope of year-to-year advances among the 715 
separately reporting divisions, on the other hand, have 
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Table 1: Capital Appropriations in Metalworking, 1959 to 1960 


Money figures in millions of dollars 


Capital Appropriations Approved During 


Percentage Changes 


1959 IV 1959 1959 
Industry SIC to to 
Code | i Ml lV l ll lll IV IV 1960 1960 
Metal furniturenwe <i ee ass. Sele ss 25 1.6 9.2 1.6 1.5 1.6 2.7, 3.0 1.7 + #71 —36 
Primary (metals. 5c. so.c:< tus atevtte ae ss ah 33 544.2 252.1 179.3 379.7 265.1 229.9 107.3 98.0 —74 —48 
Fabricated metal products........... 34 44.3 37.1 40.8 68.9 54.2 32.8 29.6 49.7 —28 iid 
Machinery (except electrical)......... 35 142.9 107.9 126.9 154.4 147.9 61.5 68.5 78.9 —49 SER: 
Electrical machinery and equipment.... 36 62.7 95.7. 120.2 74.2 91.0 66.8 46.1 71.6 = Se: 
Transportation equipment........... 37 168.2 235.1 167.9 156.1 191.4 125.6 168.8 127.8 Sf Sle 
bistruments; C16. ce cons ae ee 38 15.4 14.8 8.1 hee 16.1 13.4 14.2 10.2 —-9 +9 
Total reported in metalworking'..... 979.2 Tol? 644.7 846.0 767.3 D32.7) 437.4 437.9 —48 —32 
Total estimated metalworking?...... 1,470 1,170 1,010 1,380 1,210 840 660 680 —51 —33 


Based upon returns from 483 companies reporting 715 separate industry groups 


1 Excludes ordnance and accessories, SIC Code 19, and miscellaneous metal manufacturing, SIC Code 39 
2 Estimated for entire metalworking universe. This includes metalworking firms operating at least one plant employing 500 or more production workers in 1957 


Source: The Conference Board 


provided a smooth guide line for both the expansion and 
the decline that now comprise the record of this survey. 
If, therefore, the latest rise in this index is as reliable 
as the much sharper decline that it underwent in the 
third quarter of 1959 from the second-quarter high, then 
it would appear that a revival, even if of modest propor- 
tions; commenced in the fourth quarter of 1960. 

This conclusion may require some modification, how- 
ever, because of the small increase between the third and 
fourth quarters last year in the proportion of divisions 
that cut approvals. This measure rose from 53% in the 
third quarter to 55% in the final three months. The 
combined effect of the increases in the number of units 
reporting greater approvals and in the number reporting 
cutbacks may be to cast some doubt on the thesis that a 
recovery was really under way at the end of 1960. 
Indeed, the number of units that account for these pat- 
terns are relatively small and may lie within the margin 
of revision in the subsequent quarter’s reports. Thus a 
final decision on whether metalworking appropriations 
recovered or were marking time during the fourth 
quarter of last year must be reserved. 


GAINS SPREAD AMONG THE INDUSTRIES 


Between the second and third quarters last year the 
percentage of divisions reporting boosts in approvals 
rose in only one industry and held even in one. The rise 
occurred in the instruments category, while the elec- 
trical machinery group was the one without change. 

From the third to the fourth quarter, however, the 
extent of year-to-year advances expanded in three major 
fields: fabricated metal products, nonelectrical machin- 
ery, and transportation equipment. The rise in the first 
two groups was confirmed by a drop in the proportion of 
divisions curtailing appropriations. In transportation 
equipment there was a one-point increase in this per- 
centage, paralleling the rise in the similar figures for 
total metalworking. 

The increase in the so-called diffusion of appropria- 
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tions for fabricated metal products was in agreement 
with the relative improvement in the records of many 
of the subgroups. This was also the case among the 
nonelectrical machinery industries. 

Consistent with the sharp fourth-quarter drop in ap- 
provals in the iron and steel industry and among some 
nonferrous metals groups, the extent of reported gains 
in primary metals fell from 36% in the third quarter to 
32% in the last three months of 1960 and the propor- 
tions showing year-to-year cuts mounted from 57% to 
64%. 

The diffusion measure similarly agreed with the shift 
in instruments approvals from a 75% year-to-year hike 
in the third quarter last year to a drop of about a tenth 
in the fourth quarter. The percentage of divisions re- 
porting increases dropped from 52% in the earlier 
period to 49% in the next quarter. 

The electrical machinery category provided a note- 
worthy contrast, however, between year-to-year appro- 
priation trends and measures of the extent of increases 
and decreases. In the third quarter of 1960, this indus- 
try’s approvals were more than three fifths below the 
previous year’s rate, while in the fourth quarter they 
were off only 3%. Even if this was an improvement only 
in relative terms, it was sharp and some capital spending 
programs had to be expanded considerably in order to 
bring it about. Interestingly enough, the percentage of 
divisions reporting year-to-year increases slipped from 
39% in the third quarter to 35% in the fourth, while the 
proportions cutting back shot up from 48% to 59%. 
Evidently, more companies pared their programs than 
augmented them. Since the diffusion measures are con- 
structed by counting each division as one unit with 
equal weight without regard to size of appropriations, it 
is obvious that the relatively few that boosted their 
authorizations did so with a liberal hand. 


QUARTER-TO-QUARTER TRENDS 


The varying seasonal patterns in capital appropria- 
tions may tend to falsify their true direction. With a 
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Metalworking Appropriations Used in Market Research 


The manufacturer of machinery and equipment sells to 
a market notable for swings in demand that are more 
extreme than are experienced in most other businesses. 
It is therefore of great importance that the producer of 
these goods have reliable information on the condition 
of his markets. The urgency of this need, unfortunately, 
is matched by a commensurate paucity of good informa- 
tion from which to construct an accurate picture of the 
firm’s potential demand. 
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Board’s material, to its considerable advantage. This 
company, Racine Hydraulics & Machinery, Inc., of 
Racine, Wisconsin, is a producer of hydraulic compo- 
nents and machinery. 

The accompanying chart shows metalworking capital 
appropriations adjusted for Racine Hydraulics’ order 
pattern and the firm’s sales during the past three years. 
The relationship between the adjusted appropriations 
and Racine’s sales clearly suggests the practicability of 


SALES OF RACINE 
HYDRAULICS © 


1958 


1959 


A Adjusted for Racine Hydraulics’ orders, in millions of dollars 


© Index basis: 1953-1954 = 100 


In The Conference Board Business Record for 
January, 1961, a special section was devoted to ex- 
plaining the use of metalworking capital appropriations 
in forming sales forecasts for the individual manufac- 
turer of machinery and equipment. This special section 
described in full detail the methods by which a forecast 
of demand for the individual firm can be constructed. 

This treatment of the Board’s metalworking appropri- 
ations data evoked an encouraging response from 
marketing managers in a wide range of metalworking 
firms. One firm in particular has made use of the 


using the Board’s data for constructing company demand 
forecasts. 

We are happy to announce the availability soon of a 
complete kit of information and instructions on the use of 
metalworking capital appropriations in forecasting the 
sales of producers in the capital goods industries. We 
invite your inquiries about this new service, and assure 
you that kits will be mailed shortly after receipt of your 
request. Please address all inquiries to Office of the 
Chief Economist, The Conference Board, 460 Park Ave., 
New York 22, New York. 
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longer period over which to study metalworking ap- 
provals, it will be possible to even out the seasonal 
changes and gain a more accurate view of their under- 
lying trend. 

In the meantime, the broad seasonal outlines can be 
compared over a four-year span by means of quarter-to- 
quarter comparisons. This procedure can indicate 
whether appropriations are rising or falling more than 
usually for the time of year, within reasonably rough 
limits. The year-to-year comparisons discussed previ- 
ously can be given some added dimension in this way. 
For this purpose the brief table below shows percentage 
changes in metalworking appropriations from the third 
to fourth quarters during the latest four years: 


Third Quarter to Fourth Quarter: 
1957 1958 1959 1960 


TOTAL METALWORKING!........... + 59 + 40 + 31 0 
Primary metals. oc. «crs tsa! b ces.08 28 + 38 — 27 +112 -— 9 
Fabricated metal products........... + 19 + 39 + 69 +68 
Machinery (except electrical)......... + 62 +108 + 22 +15 
Electrical machinery................ + 33  -+-158  — 38 --55 
Transportation equipment............ oF at A Pe aT A i 2A 
MUSEU ODES Pernice eset ays. Si crspuies, c's fey byes sos — 17, 4-146 -- 38 —28 


1|ncludes metal furniture, SIC 25, not shown separately 


For metalworking generally there was no appreciable 
change in appropriations from the third to the fourth 
quarter of 1960, in contrast to gains in the three preced- 
ing years. Last year’s trend for the entire industry can 
be seen at a glance to have been caused by seasonal 
declines at year-end in primary metals, transportation 
equipment, and instruments, counterbalanced by gains 
in fabricated metal products, nonelectrical machinery 
and electrical machinery. 

The third-to-fourth quarter drop in primary metals 
was less than half as great as at the end of 1958, when 
a cutback by iron and steel foundries and the nonferrous 
metal industries delayed the recovery in primary metals. 

A decline of one half between the last two quarters of 
1960 in automotive industry approvals largely accounts 
for the drop of a fourth in the transportation equipment 


field. This cut was in excess of any for that period of the 
year in the record of this survey, and indicates a contra- 
seasonal contraction. This dip is not too surprising in 
view of the bulging dealer inventories of automobiles 
which were plaguing the industry in the fourth quarter. 

The increase of 68% in fabricated metal products ap- 
provals roughly matched the trend between the third 
and fourth quarters of 1959, and ran well ahead of the 
seasonal boosts in 1957 and 1958. Last year’s increase 
of 55% in electrical machinery appropriations reversed a 
dip in 1959, and exceeded a hike of one third posted at 
the end of 1957. It did not approach the sharp boost in 
1958, when demand for industrial motors and generators 
and electronic equipment enjoyed a sudden spurt. The 
rise in electrical machinery appropriations between the 
third and fourth quarters, however, has averaged about 
52% over the past four years. Thus the increase at the 
end of 1960 was apparently of seasonal dimensions. In 
contrast, it is evident that the latest 15% increase in 
nonelectrical machinery approvals was well below 
average. 


PRIMARY METALS AT RECORD LOWS 


The drop of three fourths in primary metals author- 
izations from the fourth quarter of 1959 to the same 
period last year extended this industry’s downswing to 
four consecutive quarters and matched the severity of 
the curtailments registered in the first half of 1958, when 
the last recession was at its low point. During the fourth 
quarter last year the hopes of the iron and steel pro- 
ducers for a recovery in customers’ orders were repeat- 
edly dashed, and their appropriations reflected the fact 
that operations could not be brought to levels that 
either effectively utilized the industry’s capacity or 
enabled it to reap returns at the rate of a year earlier. 

An ample supply of nonferrous metals on world mar- 
kets held down nonferrous operations and exerted sharp 
competitive pressures upon prices. After settlement of 
the copper industry strikes at the end of 1959, for 
example, copper output spurted and consumers’ stocks 
of the metal were apparently refilled by the end of the 


Table 2: Percentage of Companies and Divisions Reporting Higher or Lower Capital Appropriations, 
Latest Five Quarters 


In per cent 
IV '58 to IV '59 1'59 to | '60 Il '59 to Il "60 Ill ’59 to Ill "60 IV '59 to IV '60 
Industry Higher Lower Higher Lower Higher Lower Higher Lower Higher Lower 

MOY: MOLE: oiee.'e) 5. shaas sxoits Asn G20 4 “avers aya sod Ge hopoueegeMe 64 33 47 51 45 48 36 57 32 64 
Eabricated imetal productsiscko ts aussie kioies Ghent ere 48 43 48 44 48 42 36 51 44 47 
Machinery (except electrical) ..................45. 45 47 48 45 38 49 35 5s) 43 49 
Electrical machinery and equipment................ 55 39 61 34 39 53 39 48 35 59 
Transportation equipment................. Ta Soler 54 40 45 48 44 51 32 59 33 60 
ARSETUMBUTS SOIC ep, seein hs Bie san we ian yt Barons nevis 58 39 61 36 45 52 52 48 49 45 

orclcementn ne er eves: Sk eae Bary, erate. tice 54 40 49 44 43 49 37 53 38 SY) 

1\ncludes metal furniture, not shown separately 

Percentages for each quarter do not add to 100 because of divisions that reported no change in level of appropriations 

Based upon reports for 715 separate three-digit industrial divisions 

Source: The Conference Board 
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first quarter of 1960. World production was at high 
levels, the European smelters were pricing their product 
competitively, and demand in the United States slipped 
after the first three months of the year. Thus, after the 
second quarter, capital appropriations of the copper 
producers began slipping below year-earlier levels. 

After increasing smartly for seven successive quar- 
ters, the iron and steel foundry group cut approvals 
more than four fifths from a year ago in the final quarter 
of 1960. Customers of the iron and steel foundries, 
which extend across a broad spectrum of industries from 
transportation equipment to housing, took delivery of 
castings at high rates throughout the first half of 1960. 
As the second half of the year wore on, however, the 
major customers of this industry shifted to a policy of 
working from minimum inventory and demanding de- 
livery as requirements became pressing. 

Shipments of castings fell markedly in the last two 
quarters of 1960, and steel foundry approvals dropped 
in the final three months. Since the ferrous foundries 
supply a wide variety of markets, any general business 
pickup can be expected to cause a prompt resurgence in 
their business and in their decisions to purchase new 
productive equipment. 


TWO GROUPS BOOST FABRICATED METALS 


The metal-can industry hiked its capital authoriza- 
tions by about three eighths over a year ago in the last 
quarter of 1960, reversing a decline that had stretched 
with but one interruption from the second quarter of 
1959. Similarly, a rise of three fifths marked the appro- 
priations trend in the metal-stamping industry. These 
gains at the end of 1960 brightened an otherwise dull 

second-half record for fabricated metal products. 
~The 1959 steel strike stimulated food packers to 
accumulate large stocks of metal containers as a hedge 
against crippling shortages. A large overhang of can 
inventory in the hands of the packers held down con- 
tainer shipments during the first half of 1960. Shipments 
from the manufacturers gradually rose later as users’ 
inventories were worked off, and it was perhaps this 
improvement in shipments which stimulated the metal- 
can producers to boost their authorizations for new 
machines and equipment in the fourth quarter of the 
year. This increase broke a declining pattern that had 
commenced during July-September, 1959, when the 
steel industry shutdown interrupted the flow of tinplate 
to the can industry. 


NONELECTRICAL MACHINERY SLIPS FURTHER 


The capital appropriations of the nonelectrical ma- 
chinery group, after advancing continuously for seven 
quarters, dipped below the year-earlier rate in the sec- 
ond quarter last year. The cutback came to more than 
two fifths, and in the two subsequent periods the decline 
continued very gradually. 

The producers of business machines, general indus- 
trial equipment, and engines and other power and mo- 
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Table 3: Changes in Metalworking Appropriations, 
1959 to 1960 
Percentage Changes! 


IV 1959 Ill 1959 1959 


Industry SIC to to to 
Code IV 1960 Ill 1960 1960 

Blast furnaces, steel works and rolling 

millggos.. sedi « aR Rt one e 331 — 81 — 62 —é60 
Iron and steel foundries............ 332 — 84 + 83 +20 
Smelting nonferrous metals......... 333-4 — 32 — 41 —37 
Roliing, drawing, extruding nonferrous 

metals'> >. oc. stant deeent ns 335 + 21 + 81 +41 
Nonferrous foundries............. 336 — 38 — 85 —32 
Miscellaneous primary metals....... 339 = 46) 18a 26 
Metal consis <5 one = <tirascteseyess feces are 341 + 37 — 32 +19 
Cutlery, hand tools, hardware....... 342 — 83 — 18 —56 
Heating (except electrical) and plumb- 

ing equipment...............-- 343 + 4 — 8 + 8 
Fabricated structural products....... 344 — 20 — 43° +4 
Screw products and rivets.......... 345 — 44 — 53 —A44 
SfampingSa as. sae ree eee -... 346 + 60 — 41 —33 
Coating, engraving and wire products? 347-8 —- 8 + 16 +14 
Miscellaneous fabricated metal products 349 + 55 + 21 +23 
Engines and turbines.............. 351 — 66 — 23 —54 
Farm machinery and fractors........ 352 — 21 = 39 7329 
Construction, mining, material-han- 

dling equipment............... 353 — 18 — 69 —22 
Metalworking equipmenf?.......... 354-9 o — 51 =7 
Special industry machinery......... 355 = 32,1) =). 24572 
General industrial machinery....... 356 — 73 —.78 —53 
Office, computing machines........ 357 — 59 oe 
Service industry machines.......... 358 +132 + 13 +43 
Electrical transmission equipment.... . 361 ey 412 9 = 92 ea od 
Electrical industrial apparatus....... 362 — 48 + 66 —I19 
Household appliances............. 363 + 64 — 23 —18 
Electric lighting and wiring equipment 364 — 2+ 5 +55 
Radio and television.............. 365 + 42 — 41 —13 
Communication equipment......... 366 + 22 — 72 —33 
Electronic components............. 367 — 21 — 26 + 5 
Miscellaneous electrical equipment. . 369 — 49 8 —42 
Motor vehicles and related 

equipmenttidts sa, Al Heo) oa 371-5-9 — 32 + 4 -—18 
Aircraft and parts). tisicctistei nee 372 + 1 — 14 =—12 
Ship and boat building............ 373 +105 + 93 +28 
Railroad equipment............... 374 = 57, 7 Ae 
Engineering and scientific research 

instruments, sccvececasiocetacrtawe vest 381 — 36 + 92 + 3 
Measuring and controlling 

instruments’ .:2 <0s,ciaate eis eave erate wie 382 —- 3 — 4 —T4 
Ofer? sachs ods noiensnseoksun citemaaeasae 383-7 + 33 +203 +64 


1 Derived from the dollar figures shown in table 4 
2 Includes miscellaneous fabricated wire products, SIC Code 348 
3 Includes miscellaneous nonelectrical machinery, SIC Code 359 


4Includes motorcycles, bicycles and parts, and miscellaneous trans; i i 
pe portation equipment, 
SIC Codes 375 and 379, respectively : 3 d 


5 Includes optical instruments, medical instruments, ophthalmic goods, photographic equip- 
ment, pee watches, clocks, clock-operated devices, SIC Codes 383, 384, 385, 386, and 387, 
respectively 


Source: The Conference Board 


tive products continued the curtailment of their plans to 
instal new plants and equipment begun earlier in the 
year. 

The final quarter of 1960 witnessed a slackening of the 
approval dip in the metalworking equipment, construc- 
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Table 4: Capital Appropriations Reported in Metalworking, 1957-1960 


Millions of dollars 


oA 1958 1959 1960 
Industry Code | ll Ul IV | ll Ul IV | ll Nl \V 

PAGiGlsOrniturety sey 1a coe As ets chen lee te a niee 25 1.5 1.0 1.0 0.5 1.6 9.2 1.6 1.5 1.6 27 3.0 1.7 
Blast furnaces, steel works and rolling mills......... 331 51.6 71.9 135.6 104.9 464.2 184.0 113.2 332.1 191.2 140.3 43.3 62.4 
lgon-and) steel foundries’. 6.4.6.5 0.2.5). sf sides oes angnvalorns 332 5.8 4.4 5.4 6.4 10.0 8.2 8.9 857134 2.0) ee6es : 
Smelting nonferrous metals...................... 333-4 31.8 2.9 14.0 AG. S19 e (2854, 433,00 7.5 724 2 hee 19 Slee, 
Rolling, drawing, extruding nonferrous metals....... 330 HS Zee OMe Ose 7600 S3-9 6 25:3) NS.6) SOON en 29.1 aot O1 24-00 92S 
Nonferrous foundries. 5.0.0. 00 cc ce cack ee nes 336 2.4 0.4 0.9 0.2 0.8 3.8 73 2.1 4.7 2.4 ite” 
Miscellaneous primary metals.................... 339 1.8 2.2 3.4 3.4 3.3 2:5 Gaz 3.4 9.4 2.0 Pub 

Primanyrmetcisn. hts so Roe SC oe ot es 33 107.2 93.5 174.5 137.5 544.2 252.1 179.3 379.7 265.1 229.9 107.3 98.0 
[MEUET TET ta cds thas eat kate at te cr ee i 341 re | SOM Seen Orou ul 2- Oneal 2.6 96 16.2 22.2 9.3 eRe) | IO74 
Cuflery, hand tools, hardware................... 342 0.7 (0) es 3.8 3.1 2.5 10.7 29.6 Ba2 3.1 8.8 5.0 
Heating (except electrical) and plumbing equipment... 343 4.0 2.0 1.8 an 4.1 206 3.4 3.8 3.7 4.3 3.2 3.9 
Fabricated structural products................... 344 6.3 8.9 8.0 8.8 6.6 6.7 6.0 10.1 15.0 4.2 3.4 7.9 
Screw products and rivets... .... 22.5... eeenee nes 345 1.7 1.2 2.5 4.2 9 3.8 2.3 3:7 Zar 1.3 1.1 2.0 
CSOT GES oso EGMNGIE PE See cane eee ee eer ae 346 3:5 2.6 6.1 339s 1254 4.4 6.2 3.0 2.6 6.4 3.6 4.7 
Coating, engraving and wire products'............ 347-8 2 ee OCS 0.1 0.3 0.7 1.4 0.3 0.3 1.9 0.6 0.4 0.3 
Miscellaneous fabricated metal products........... 349 3.7 4.1 2.8 4.5 3.4 2.8 Zee 2.3 3.5 3.5 2.6 3.6 

Fabricatedvmetals rec -.siaee cee «che Bute! hemor dere 34 29S 20:4 134510 ©4750) 144539 87.1 (40589 68.99 6 54.200 32.8) 1 2916 49-7 
Enginesiand turbines. 24. crt eee cid Ghz dats tte es 351 5.9 3.6 ERS 8.4 23.3 7.0 539) 23:7 ~ 10:0 5.0 4.6 8.0 
Farm machinery and tractors.................--- a he?2 $2 CS Na ts.4 1EOD F428) 12.9" TOS Theth 72 0.2 
Construction, mining, material-handling equipment.... 353 26.5 5.2 5:4°°° 58.0 33.8" 27.55 11.3) 12.4 46.4 5.8 3.5 10.1 
Metalworking equipment?...................0-45 354-9 6.4 3.8 Sal 5.7 8.5 66m ON1.2 6.3 13.5 5.1 5.4 6.3 
Special industry machinery. .................0.-. 355) a. 2ee ood 7.4 9-2 9.6 5.4 D2 ot 223 9.4 10.8 7.0 8.4 
General industrial machinery. ...........-...+05- 356 16.1 6.5 6.9 9A 25-5) | 16.25 537515 38:2). -28:5 8.1 8.0 10.5 
Office, computing machines...................65 357 LS 3a 20.0) 959) 32-605, 21.0) 127.7 © 135.6 “45.7.9 26.5. 215.6) 27.45 ace: 
Service industry machines.................20--5- 358 1.4 5.1 19 2.1 2.4 3.1 4.8 B52 3.1 3.5 5.4 6.9 

Machinery (except electrical). .............000. 35 94.1 68.8 66.6 138.8 142.9 107.9 126.9 154.4 147.9 61.5 68.5 78.9 
Electrical transmission equipment................. 361 8.9 5:7 3.6 17.7 8.374. “56.45 515.1 1031, (13.8 4.6 15.3 
Electrical industrial apparatus.................-.. 362 9.0 6.7 3.6 15.2 9.0 25.7 Zoom Aled nee 85255 2a 5.9 
HGUSENOIG GPDHGAGES 5.5 sis hos otek Se as eae ce peels 363 7.4 bes) 5.4 SA 8.7 10.6 6.1 4.5 7.2 Sal 4.7 7.4 
Electric lighting and wiring equipment............. 364 2.3 1.4 1.0 5.1 2.8 5.4 3.1 6.7 6.6 11.4 Z)y'4 6.6 
Radioranditelevisioniatss che an kee la \ ENTE eens 365 Thod} 1.3 0.9 4.1 1-4 4.2 5.8 2.4 3.2 1.9 3.4 3.4 
Communication equipment...............-.-.+-- 366 8.5 O73 4.1 Chem  wiaeu MO eXs re ieee 8 She 7.9 18.0 
FIecHrOnie COMPONCINS cree cas spans cis (ir + ave eho Sure 367 Teco TO. 2me23- Oneee |) lee 23 2 eal OMG. One 207 ee er 8.6 14.4 
Miscellaneous electrical equipment................ 369 1.0 0.7 0.6 1.0 1.3 2.4 1.4 1.0 0.9 0.6 1S) 0.5 

Electrical machinery and equipment............. 36 45.9 39.7 29.4 76.0 62.7 95.7 120.2 74.2 91.0 66.8 46.1 71.6 
Motor vehicles and related equipment?............ 371 

=5-9 101.4 42.4 37.6 48.0 ©99.5 190.9 127.6 98.1 122.9 99.4 133.0 66:9 

FAN CEORTCRG: DONS tne ae ee fete eee ces csue aie, aes 372 Slee esse 6 20 Ose OmeOOL mm AItau ms 4:5 Ores Ol, oe Ins 29 e eS OR 
Shipsandpodh building enh. sacs sacwae ees eae 4 373 8.2 ifate, PAP} 3.8 6.4 153 27, 1.6 4.3 2.5 hy) 3:2 
RairOGdLequipment wor ei ciec ites emis ale 2 374 3.0 iNet! 0.9 1.3 2.1 1.4 3.1 1.2 av: 1.9 0.8 1.9 

Transportation equipment...............--.-+- yf 163:7. 72.6 66.9" 120:3 168.2) 235.1 167.9" 156.1 1917.4 125.6 168.8 127°8 

Bis 

Engineering and scientific research instruments...... . 381 2 0.9 0.8 2.2 5:3 4.7 2.5 4.7 By] 4.8 4.9 3.0 
Measuring and controlling instruments............. 382 3.8 2:3 4.3 4.0 6.2 7.8 3.6 3.9 5.2 6.1 3.5 3.8 
Othe rama weer aiehacaisen oA eden ae thats. Baise ayers oles Bisoawg $ 383-7 2.1 1.7 TZ 2.9 3.9 Zia Eg. 2.6 pif 7465) 5.8 3.4 

inictrumentssiGlCi, soe ere ee ee ee ene nies 38 7.9 5.0 6.3 ee TEN” fof fe RRs Gale Miles Sa Ghleen) 3.40 81 4o2 ee ee 

ee 
Totaltnetalworking semen sae hee os neal as 449.6 307.0 378.8 529.4 979.2 751.9 644.7 846.0 767.4 532.7 437.4 437.9 


1\ncludes miscellaneous fabricated wire products, SIC Code 348 

2 Includes miscellaneous nonelectrical machinery, SIC Code 359 

3 Includes motorcycles, bicycles and parts, and miscellaneous transportation equipment, SIC Codes 375 and 379, respectively 

4 Includes optical instruments, medical instruments, ophthalmic goods, photographic equipment, and watches, clocks, clock-operated devices, SIC Codes 383, 384, 385, 386, and 387, respectively 
Source: The Conference Board 
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tion and mining machinery, and farm equipment indus- 
tries. Improvement was especially evident in farm 
equipment industry approvals during the entire second 
half of 1960. Farm incomes rose persistently from their 
low at the beginning of the year, and the desire of 
farmers to acquire the more efficient equipment now 
available was translated into rising purchases of farm 
implements as the year came to a close. 

Manufacturers of service industry machines evidently 
continued to enjoy strong markets for their products. 
This industry makes such equipment as automatic 
merchandising machines, commercial laundry and dry 
cleaning machines, and large refrigeration and air- 
conditioning systems. The long-term rise in population 
and family incomes, and the increasing expenditure 
allocated for a wide range of consumer and institutional 
services supports the prospects of the service industry 
machines producers. Their approvals for new plant and 
equipment advanced above year-ago levels for five suc- 
cessive quarters and more than doubled in the last three 
months of 1960. 


HOUSEHOLD GOODS GAIN 


In the last quarter of 1960, gains of more than three 
fifths and two fifths, respectively, brightened the appro- 
priations trends of the household appliance and radio 
and television industries. Through most of 1960, manu- 
facturers’ sales were about a tenth less than in 1959, 
causing a bulge in factory inventories. Their capital 
allocations reflected this adverse inventory-sales’ pat- 
tern. Through cuts in output in the second and third 
quarters the producers brought this vital relationship 
into better balance, resulting in higher estimates of 
capital requirements. 

Cutbacks in the second and third quarters of last year 
were similarly reversed during the last three months in 
the electrical transmission equipment and communica- 
tion equipment industries. The increase from the fourth 
quarter of 1959 posted by the communication equip- 
ment industry amounted to $3.3 million, and was the 
largest dollar increase in the electrical machinery field. 
Earlier expansion of research efforts has produced a 
vast fund of new systems and products, and new mar- 
kets are being tapped by this industry. 


TRANSPORTATION EQUIPMENT LOWER 


Unsettled business conditions led to uncertainty 
among consumers in the second: half of 1960. Sales of 
both new and used automobiles dropped below expected 
levels. As a result, dealer inventories of new cars pushed 
up to record levels, causing large price concessions and 
pressure on earnings. In this environment, the automo- 
tive industry cut its capital investment plans by almost 
a half in the second quarter of 1960, following four 
quarters of dramatic year-to-year boosts. In the third 
quarter of 1960, approvals matched those of a year 
earlier, but in the fourth quarter they fell a third. This 
reduction brought fourth-quarter appropriations for all 
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transportation equipment industries about a sixth under 
the 1959 rate. 

In contrast to the motor vehicle group, the other 
divisions of the industry—aircraft, shipbuilding, and 
railroad equipment—matched or exceeded their appro- 
priations in the final months of 1959. The shipbuilding 
industry, especially, reflected in its capital spending 
programs a strong and steady pattern of recovery from 
the depressed levels of 1959. Its appropriations rose by 
substantial margins and at increasing year-to-year rates 
in the second, third, and fourth quarters of 1960. Capital 
investment intentions of the aircraft manufacturers also 
mounted to high levels in response to the demand for 
improved commercial transport and passenger planes, 
and in anticipation of the reinstatement of defense 
contracts. 


PERSPECTIVE ON 1960 


Through the first three quarters of 1960, capital 
appropriations authorized by the metalworking indus- 
tries gradually edged below the sums set aside in the 
comparable periods of 1959. In the final quarter of last 
year, metalworking approvals fell almost 50%, extend- 
ing the earlier declines at a somewhat steeper rate. 

The steepness of the cutback in the fourth quarter of 
1960, however, was wholly attributable to a drop of 
four fifths in the authorizations of the basic iron and 
steel industry. This decline almost matched basic steel’s 
deepest cut on record in the metalworking survey —that 
which occurred in the first quarter of 1958 when the 
previous downturn in business activity was coming to 
an end. 


SHORT REVIEW OF 1960 


A review of several major developments in 1960 may 
shed light upon the approval cuts in basic steel and upon 
the likely course of metalworking investment in the 
months ahead. 

At the end of 1959, when the steel industry strike was 
reaching settlement, most observers believed that basic 
steel stocks in consumers’ hands were so near depletion 
that steel production could be supported at near ca- 
pacity levels for at least half a year before output came 
into balance with current consumption. It is perhaps a 
telling reflection upon the reliability of statistics on 
steel held in users’ stocks that this prediction proved 
three months too optimistic. Steel output was supported 
at about 95% of available capacity during the first 
quarter of 1960, but.in the second quarter it fell to about 
70% of capacity. 

As the year progressed, the vitality of the steel mar- 
kets was further reduced by adverse tides for its three 
major customers—the automobile industry, the con- 
struction industry, and the metal container industry. 

The motor vehicle firms introduced many new makes 
and models of compact cars last year, which caught the 
public’s fancy at the expense of imported cars, used 
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cars, and some standard domestic lines. Dealers’ stocks 
of new automobiles rose to over a million units by the 
third quarter, and this record inventory was not appre- 
ciably reduced by the end of the year. More and more, 
the automobile industry cut its steel orders and adjusted 
production schedules to bring shipments into line with 
dealer sales. Thus the steel industry suffered a lag in 
orders from a manufacturing field that traditionally 
takes about a fifth of steel output. 

The construction industry, of about equal importance 
in steel markets, also experienced a disappointing year 
in 1960. Although private commercial and industrial 
building increased last year to new highs, public and 
private housing starts dropped below 1959 rates, and 
public highway construction also lagged. The value of 
all new construction in 1960 was about 2% less than in 
1959. 

As stated earlier in this report, the metal-can indus- 
try, accounting for about a tenth of steel shipments, also 
encountered resistance throughout the first half of 1960 
and it was not until the fourth quarter of the year that 
the market for metal cans began to perk up noticeably. 

Thus the three major customers of the steel industry 
experienced reductions in their sales—a situation which 
dimmed its capital investment potentials. The outlook 
for these three fields will be important determinants of 
steel industry prospects, and indeed of the prospects for 
a substantial segment of the entire economy. 

The automotive industry so far this year drastically 
cut output in order to let sales catch up with the record 
inventory of 1960 and 1961 cars. As the first three 
months passed, new-car sales showed signs of a much 
desired resurgence. 

Private housing starts appear to have risen more than 
seasonally in January and February this year, perhaps 
in response to the recent easing of mortgage credit. In 
addition, public programs for school and highway con- 
struction appear slated for expansion. Thus total new 
construction this year will very likely exceed last year’s 
level. 

The metal container industry has evidently seen the 
end of inventory liquidation by its customers. The long- 
term rise in use of metal containers, which derives 
mainly from the increase in population and income, 
should again assert itself in the operations of the 
industry. 


FINAL OBSERVATIONS 


These observations suggest that the downturn in steel 
business will not extend very far into 1961. Thus one 
should expect a turn for the better in its capital invest- 
ment plans. With this major investor once again assert- 
ing its full influence in the market for capital goods, the 
entire metalworking field will show a stronger tone. It 
was already apparent in the capital appropriation trend 
for the last three months of 1960 that slightly more 
firms committed increased funds for future investment 
than in the third quarter. It was noteworthy, too, that 
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approvals in some of the key machinery and fabricated 
metals areas had risen in the final quarter of last year. 

The vitality of this resurgence will be an important 
force in metalworking activity during 1961, and will be 
quickly reflected in the capital appropriations of the 
metalworking industries, to be reported in the next 
regular quarterly report in this series. 


Martin R. GaInsBrRuGH 
FRED STEVENSON 
Office of the Chief Economist 


Vv 
BUSINESS BOOKSHELF 


Effective Report Writing for Business, Industry and Government— 
This volume is a handbook on the art of written com- 
munication. It is also designed for use as a textbook for 
courses in report writing. The book is divided into the three 
main sections of report writing, business letter writing and 
bibliography and reference guide. The section on report 
writing contains a step-by-step presentation of the plan- 
ning and execution of the report and several chapters on 
specialized types of reporting -and communicating. By 
Norman B. Sigband. Harper & Brothers, 49 East 33rd Street, 
New York 16, New York, 1960, 688 pages. $6.75. 


The Punched Card Data Processing Annual, Applications and 
Reference Guide—This is the second volume in the publish- 
er’s series of data processing annuals. Most of the book is 
devoted to a collection of case studies of data processing 
applications. The studies are supplemented by flow charts, 
specimen tabulating forms and ecards and other exhibits. 
Other features included are an illustrated guide to computer 
equipment presently on the market, an article on feasi- 
bility studies, a bibliographical index to periodicals and a 
section on wiring tips and techniques. Published by Gille 
Associates, 956 Maccabees Building, Detroit 2, Michigan, 
1960, 259 pages. $15.00. 


Nationalized Industry and Public Ownership—This inquiry into 
the British nationalized industries in the past ten years 
examines their organization and management, their labor 
relations, their financial policies, their research and develop- 
ment programs, the political influence to which they are 
subject, and their general performance. It also considers 
recent proposals concerning the way publicly owned indus- 
try should be run and the aims they should pursue. By 
Williams A. Robson. University of Toronto Press, Toronto, 
Canada 1960, 544 pages, $7.50. 


Price Discrimination and Marketing Management—A ___ technical 
study of differential pricing fortified by an examination of 
the impact of the Robinson-Patman Act on pricing de- 
cisions. By Brian Dixon. Michigan Business Studies, Volume 
XV, Number 1, Bureau of Business Research, School of 
Business Administration, University of Michigan, Ann 
Arbor, Michigan, 1960, 123 pages. $5.00. 


The Antitrust Laws of the U. S. A.—This study by a British civil 
servant analyzes United States case law and statutes. It is 
not, however, a case book but a study of the sometimes 
conflicting economic philosophies underlying the laws that 
take concrete form as the courts and enforcement agencies 
apply its abstract generalizations to the facts in individual 
cases. By A. D. Neal. Cambridge University Press, New York, 
New York, 1960, 516 pages. $7.50. 
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Consumer Profiles: 


Tue RISING tide of consumer income has been the 
most decisive single factor in the changing design 
of the nation’s postwar market place. The average 
family today commands over a third more real spending 
power than a dozen years ago. In conjunction with ris- 
ing population this has meant that in slightly more than 
a decade, demand for goods and services has expanded 
by almost 50%. In 1960, personal consumption expen- 
ditures came to a record $328 billion. 

But more explosive in its implications than the in- 
crease in aggregate demand is the changing pattern 
of income distribution. Since the war there has been a 
steady and sturdy reshuffling of buying power, making 
for a greatly expanded middle class. Last year, close to 
15 million families had incomes of over $7,000, more 
than twice the number of a decade ago, in present 
dollars. In relative terms that income bracket grew 
from less than a fifth to almost a third of all families. 
Today it accounts for close to three fifths of all con- 
sumer spending. 

Expanded buying capacity obviously makes a more 
prosperous market, but the redistribution of income 
means that while demand will be larger for some com- 
modities, it will be vastly heavier for others. In the 
course of a good business year, close to a million ad- 
ditional families break through the abundance barrier 
into the over $7,000-income class. In a large number of 
instances this represents the capacity to purchase 
many products previously beyond reach. 

The fluidity of income distribution suggests the con- 
tinuous reappraisal of marketing strategy in terms of 
both the changing structure of purchasing power and 
the particular characteristics of each income class. The 
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All figures are in 1959 dollars 
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ll. Family Income Delineations 


accompanying table and the following observations 
describe families according to annual earnings. 


Family Income: Under $3,000 


A number of diverse segments of the population 
make up this lowest quartile of the income scale. 
Almost a third of all the families are over sixty-five: this 
adds up to half the nation’s senior citizenry. In many 
instances the household is headed by a widow or 
widower. In about a fourth of all cases no wage earner is 
present and the family is living on social security 
benefits or other resources. The educational achieve- 
ments of the family heads are notably below average: 
barely a third of them went beyond elementary school. 
Included here, too, are a relatively large number of 
farmers whose low cash earnings it can be assumed are 
supplemented by food and shelter. 


Family Income: $3,000—$5,000 


Relatively many senior citizens are also in this in- 
come bracket; similarly, there is a disproportionate 
representation of young households. Compared with 
more affluent groups, appreciably fewer families here 
include more than a single wage earner. Wives are 
employed in fewer than one case out of four; and in 
barely one out of three do we find a multiearner house- 
hold. In both instances the ratio is below average. 

The liquid asset position of most of these families is at 
best precarious. Two thirds are either without such 
assets or hold less than $500—the equivalent of a month 
or two of earnings. A similar proportion are in debt. 
But despite this less-than-reassuring financial position, 
half the families are homeowners. About one in four 
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Selected Family Characteristics by Income Groups 


Annual Family Income 


AGE OF FAMILY HEAD: Under 25... 


55-04 is.8 
65 and over. 


TYPE OF FAMILY: Husband-Wife.... 
Allsothenser ts we. : 


CHILDREN: Families having........ 
elniich Cay. 2 nts aetisios 
TEATRO Ne. her. x ait 


SLOMmMONehwneeewe et. hoe 


Distribution all children. . . 


WIFE WORKING « oy a 


SOURCE OF INCOME: 
Forings Only. 0. i eas 
Earnings plus other income..... 


Operate ik eae ek ees 


LIQUID ASSETS?: Less than $500..... 
$500-$1,000...... 
$1,000-$5,000..... 
More than $5,000... 


PERSONAL DEBT?: Families having... . 
Less than $500.... 
More than $500. 


RESIDENCE!: Standard metropolitan area 
(Households) Gentrcilitcityetaea. a 
@uisidercityaer sem 

Nonmetropolitan Area. . . 


HOUSING STATUS: Own home..... 
(Nonfarm) Other wk te 


EDUCATION: Median years completed 
Attended college... .. 

Attended higfi school... 
Elementary school only. . 


OCCUPATION: Professional, technical. . 
Managers, proprietors. . 
Craftsmen, foremen.... 
Sales, service, clerical. . 
Operatives. oes 38 
“EQDOLErs «ee 2) oad es 


All Families Under $3,000 $3,000-—$5,000 $5,000-$7,000 $7,000-$10,000  $10,000-$15,000 $15,000 + 
45.1 10.2 9.9 10.9 8.6 4.) 1.4 
100.0% = 227% = 218% =. 243% 19.0%, 9.1% 3.1% 
3.3 6 3 3.6 3.6 8 a7 
5.1% 7.5% 8.4% Ta 2.2% 0.7% 2 
20.3 13.9 23.1 27.5 aH? 12.4 7.7% 
24.3 14.7 23.0 26.4 31.7 30.2 25.5 
21.3 16.1 18.4 20.6 25.4 32.0 29.0 
15.2 15.9 14.7 13.5 13.1 18.5 27.8 
13.8 31.9 12.4 Me 5.9 6.2 10.0 
87-36% 729% 87.1% 929%. 93.8%, . 941% . 94.5% 
12.7 a7 12.9 a 6.7 9 5 
59.9% 483% 628% 67.2% 63.3% 584% * 52.7% 
19.7 173 20.5 20.2 20.6 21.5 15.6 
18.7 Uke. 19.3 207 21.6 18.2 16.7 
21.5 18.8 23.0 24.3 21.1 18.7 20.4 
100.0% 19.7 23.2 27.0 19.3 8.1 vay! 
100.0% 6 15 24 26 17 12 
7A 27%, 3.6% 0.7% 0.4% 1.1% 1.2% 
47.9 46.9 60.8 53.3 35.4 29.1 48.1 
34.6 20.3 30.1 38.4 49.4 43.1 28.0 
10.1 5.2 5.5 ore 14.8 26.7 on7 
D86% 178 2819, 97 305 2 41 428, 281, 
B37, 414, = 580 61.2%. 57.10, 19.8 35.0%, 
39.7 33.8 377 38.1 42.5 49.2 62.9 
6.6 24.8 3.4 0.7 0.4 1.0 1.2 
56% 73% 66% 53% 879, a 14% 
12 9 9 14 19 10 
22 12 18 26 32 ( 42 
10 6 7 7 12 34 
60% 48% 66% 70% 69% 51% 
31 38 34 31 22 ( 14 
29 10 32 39 47 ( 37 
60% 45% 60% 68% 76% 79% 
33 28 34 35 38 35 
oF 17 26 33 38 | 44 
40 55 40 32 24 21 
58% 43% 49% 57% 73% 77% 
42 57 51 43 py) 23 
10.9 8.4 10.2 11.8 12.3 12.6 15.6 
18.2% 61% 106% 18 59% 88.90% 39.6% 67.0% 
44.3 29.7 48.9 53.1 49.2 42.7 23.2 
37.5 64.2 40.5 28.4 21.9 17.7 9.2 
11.5% 2.8% 6.3% 9.5% 158% 23.0% 30.9% 
15.3 8.7 9.7 12.5 16.6 28.3 45.7 
19.6 8.5 18.0 24.9 25.0 18.2 5.5 
20.8 22.3 22.0 22.3 20.5 16.4 13.0 
19.5 17.1 26.8 22.6 17.9 9.8 2.0 
5.4 9.4 8.7 5.2 2.4 2.0 0.6 
7.9 312 8.5 3.0 1.8 2.3 23 


Note: Data for various characteristics available for different years: period covered 1958-1960. Figures in total column sometimes vary slightly from those shown in this space last month 


in the tabulation of characteristics by age of family head. This is primarily due to variation in the years to which the data apply; in some instances universe has been differently defined. 


1 Estimated by The Conference Board. 2 Data based on “spending units." Personal debt figures do not include charge accounts or mortgage obligations 
Sources: Department of Commerce; Survey Research Center, University of Michigan; The Conference Board 
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lives in the suburbs, and two in five live in nonmetro- 
politan areas. The educational level of the group is 
below average. It provides a disproportionately high 
share of the nation’s factory workers and laborers; 
about a third of household heads here are so employed. 


Family Income: $5,000—$7,000 

A fourth of the nation’s households fall into this 
income bracket. We find here an exceptionally heavy 
concentration in the 25-to-44 age range. As this age 
composition suggests, a very high ratio of these fam- 
ilies—two thirds—have children: more than one child 
in the vast majority of instances. 

There is a perceptible perking up here in the pre- 
valence of multiearner households. Substantially more 
than a fourth of all wives are working, and close to 
every other family has two or more members in the 
labor force. These ratios are about average. 

The family’s liquid asset position has also improved. 
Indebtedness is high but now a third of all households 
hold ready resources of over $1,000. The homeownership 
rate has increased to roughly three in every five families. 
A third of all households are in the suburbs. 

Educationally this group has better-than-average 
achievements. Close to three fourths went beyond 
elementary school, and about one in five continued on 
to college. A substantially higher proportion of family 
heads than average are occupied as craftsmen and fore- 
men; about a fourth are so employed, and a slightly 
smaller number work as operatives. 


Family Income: $7,000—$10,000 

An appreciably larger-than-average ratio of the 
families in this income class—which accounts for less 
than a fifth of all households but more than a fourth of 
all purchasing power—are between thirty-five and 
fifty-four, the age bracket of maximum earning capacity. 
We again find a considerably increased frequency of 
multiearner families; two of every five wives work, and 
three of every five households have at least two persons 
employed. 

The group’s earning capacities is further enhanced 
by its relatively impressive educational level. Almost 
30% of family heads have had some college, an addi- 
tional 50% attended high school. This has apparent- 
ly found its reward in the labor market. Roughly three 
in every five principal earners are occupied in pro- 
fessional and skilled pursuits. 

Debt prevalence continues high and the size of 
obligations has increased. On the other hand, more 
families have larger liquid assets, with 45% now hold- 
ing $1,000 or more. Most striking is the precipitous 
growth in homeowning, which has grown to about 
three households in four. This income group has the 
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highest ratio of persons residing in central cities; a large 
fraction is also located in the suburbs. 


Family Income: $10,000—$15,000 


The trends noted in connection with the preceding 
group have evolved more fully here. The “aging’’ proc- 
ess has continued. Now the principal member in four 
out of five families is between thirty-five and sixty- 
four. A steep 70% of all households include two or more 
earners, and in more than a fourth of all households 
as many as three or more. The prevalence of working 
wives is higher than it is for any other income class. 
We also find that half of all families have, in addition 
to earnings, other income—dividends, interest, an- 
nuities. Debt obligations have declined, while liquid 
asset holdings have increased. 

Again we find that more income goes with more 
learning. Family heads in two out of five instances here 
have had some exposure to college, a rate which is 
better than twice that of the nation’s. This income 
group is largely occupied in professional, technical and 
managerial pursuits. Fewer households have children 
living at home. However, this is a by-product of the 
group’s age composition. The offspring of many families 
are now over eighteen and are thus classified as adults 
in population statistics. Both the homeownership and 
suburban ratios are relatively high for this group. 


Family Income: $15,000 and Over 


Although only 3% of all families are in this upper 
income bracket they wield as much as 12% of total 


‘buying power. Again we find a heavy concentration— 


over 80% —in the 35-to-64 age group, with increased 
emphasis on the upper limits of the range. The pro- 
portion of households with children has declined further, 
primarily, as indicated in the preceding income class, 
because many of the youngsters of these families have 
passed their eighteenth birthday. 

The proportion of wives working has fallen. The in- 
creased average age of this group may have much to do 
with that; the family’s financial well being is likely, too, 
to be a most important factor. In general the number of 
multiearner households is down to a ratio of about one 
in two. Now, however, in as many as three out of every 
five instances the family has other income as well 
as earnings. Most notable is this group’s educational 
record: over two thirds of all family heads have had at 
least some college. Over three fourths in this income 
bracket are professional or technical workers, managers 
or proprietors. About 80% own homes; the suburban 
ratio here is higher than for any other class. 


Fasran LinDEN 
Dwision of Economic Studies 
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The accompanying table provides the information required for updating the 
pertinent charts in the publication, “A Graphic Guide to Consumer Markets,” 4 


prepared by The Conference 


Board and sponsored by "lLife’’ magazine 


Consumer Market Statistics 


Pages in 1960 1961 
Guide* Series Unit 
Aug. Sept. Oct. Nov. Dec. Jan.p Feb.p 
Income 
15 Personal (9:A}! 6). 5 vse se We sic c das ainle ore Billion dollars Ill © 408.0 IV 408.5 | na 
Disposable (SvA) Ueiieae wesc rectstegoasa re os see Billion dollars Ill 357.5 IV 358.1 | na 
Origins of personal income 
Wages and salaries'? (§ A)............ 1947-49 = 100 214.6 214.5 214.5 213:4.6ee2 1 fee 7: 210.9 
17 Farmvoperations-1(S A)lsiccren: « «1c. s,s 1947-49 = 100 79.2 79.2 81.8 83.8 83.8 83.8 84.4 
Business and professions'!:? (§ A)......... 1947-49 = 100 166.4 166.4 166.4 165.4 164.5 163.6 163.1 
Dividends, interest and rent!? (S A)....... 1947-49 = 100 232.3 232.8 233.6 233.010 6235.01) (253.0 233.2 
19 __sDiscretionary income (S A)'............. Billion dollars __ Ill 124.7 IV 122.4 | na 
Employment and unemployment 
21 Employmeninty. ste sat ness sca.e0ie 229 a ous ote a aie Thousand persons 68,282 67,767 67,490 67,182 66,009 64,452 64,655 
Unemploy mentien;ccse teeters to a eens wars Thousand persons 3,788 3,388 3,579 4,031 4,540 5,385 5,705 
Hours and earnings 
23 Average weekly hours worked........... Hours 39.8 39.5 39.6 39.2 38.6 138.8 38.8 
Average hourly earnings............... Dollars PAE Gg 2.30 2.30 2.30 2.32 2.32 2.32 
Consumer credit 
25 Total credit outstanding''4.............. Million dollars 54,092 54,265 54,344 54,626 56,049 55,021 n.a. 
27 Instalment extensions (S)!............... Million dollars r4,072. 14,125 14,108 4,134 4,007 3,869 n.a. 
Instalment repayments (S)!............. Million dollars 3,918 13,958 13,994 3,946 3,931 3,972 n.d. 
Consumer funds: inflow and outgo 
Current receipts: circuses, sxe 0m ace sieiareioums.oisis Billion dollars Ill 96.7 IV na. 1 na 
29 Plus: Insurance, retirement credits......... Billion dollars Ml 99.5 IV na. 1 na 
Plus: Net increase in liabilities........... Billion dollars Iii 103.1 IV n.a. | na 
Expenditures for goods and services...... Billion dollars Ill 79.4 IV n.a. | na 
3] Plus: Acquisition financial assets>.......... Billion dollars Ill 87.4 IV n.a. hh ine 
Plus: Taxes, other deductions............ Billion dollars Ul 101.1 IV n.d. | na 
Personal consumption expenditures 
35 Total expenditures (S A)'.............. Billion dollars Ill 328.3 IV 330.8 | na 
Durables2(S A) pects ciate hucvorw ates 1947-49 = 100 Ill 188.9 IV 191.2 | na 
37 Nondurables!:? (§ A)... ........00 cee ee 1947-49 = 100 Ill 158.7 IV 158.9 1 na 
Services mel(SvA) wane caso 4 ok Ree rte os 1947-49 = 100 Ill 236.9 IV 240.1 | na 
Retail demand? 
39 Retail sales: All stores (S)............... Million dollars 18,190 18,054 18,540 18,400 17,977 17,675 17,821 
Retail sales: Chain stores® (S)............ Million dollars 4,079 4,099 4,090 4,065 4,054 n.a. n.a. 
Food Sales? 
43 Foodi stores its) Gis casero oe oo tee ss Million dollars A526 4,425 4,520 4,606 4,536 4,524 n.a. 
Restauremnisa S)iscrk cetin ate caiccnera eco ehcsie re Million dollars URGES) 1,332 1,341 1,343 1,363 1,385 n.a. 
45 Alcohol sales: Liquor stores® (5) nh. aes alae Million dollars 418 404 397 418 395 n.a. n.a. 
47 Tobacco: Cigarette removals” (S A)......... Billion units ll 470 IV 480 I na 
49 Personal care sales: Drug stores (S)........ Million dollars 628 632 637 638 624 604 n.a. 
Apparel Sales? 
51 Women's apparel stores (S)............. Million dollars 460 447 450 443 429 na. n.a. 
53 Men's apparel stores (S).............-. Million dollars 222 210 206 210 207 na. n.a. 
55 Family, other apparel stores (S)......... Million dollars 266 256 259 1272 266 n.a. n.a. 
Shoerstores:(S) eater sti avaia cs Sem eeieencneeers Million dollars 214 209 195 193 184 n.a. n.a. 
57 Department stores: Total sales (S).......... 1947-49 = 100 143 144 150 142 147 142 147 
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Consumer Market Statistics (Continued) 


Pages in 1960 1961 
ane’ Seri Unit 
poide ne Aug. Sept. Oct. Nov. Dec. Jan.p Feb.p 
Furniture and appliance sales? 
59 Furmiturerstores:(S)iim sivseh ee one oe Million dollars 558 578 581 542 541 n.a. n.a. 
61 Appliance stores! (S) sentria Million dollars 317 321 317 302 308 na. na. 
63 Hardware: Retail sales?:;(S) sceptics ee ae Million dollars 230 231 229 215 232 n.a. n.a. 
Housing 
65 New nonfarm housing starts! (S A)........ Thous. dwell. units eee 1,040 1,200 1,203 975 1,070 n.a. 
Single-family houses'...........-.+-.-- Thous. dwell. units 100.7 Ted, r82.0 171.4 49.5 n.a. n.a. 
67 Multi-family structures!.............---. Thous. dwell. units 26.8 22.2 125.3 123.6 22.4 n.a. n.a. 
Automobiles and related products 
Automotive dealers: Retail sales? (S$). ..... Million dollars 3,016 2,971 3,203 3,150 2,783 na. n.a. 
69 New passenger-car registrations......... Thousand units 525.4 458.8 547.5 543.0 544.3 n.a. n.a. 
Gasoline station sales? ($).............. Million dollars 1,456 1,466 1,484 = 1,464 1,497 1,450 na. 
71 Auto accessory store sales? (S)........... Million dollars 195 205 202 198 PRIZE n.a. n.a. 
Service expenditures 
Housing 's2(S,-A)). 5 Poto. Gene aia one 1947-49=100 Ill 246.3 IV 250.3 1 na. 
73 Household operation!:? (§ A)............ 1947-49 = 100 Il 244.3 IV 248.1 | na. 
Transportation!:? (§ A)... ..........005. 1947-49=100 Ill 178.0 IV 178.0 I) n.a; 
Advertising expenditures 
77 Combined. media:(S)54-..5.5 «5 20 eee ocn. 1947-49 = 100 236 235 246 234 235 na. n.a. 
Magazines’ (S) 2) cing nc esr 1947-49 = 100 179 181 208 175 181 n.a. n.a. 
79 Newspapers (S). 3.42 65. den. sanss ee = 1947-49 = 100 198 205 203 202 209 n.a. na. 
80 Network:radio (Sh gacmcss sce ete 1947-49 =100 25 22 21 22 18 na. na. 
Network television (S).............-.0- 1947-49 = 100 502 492 507 a3 500 na. na. 
8] Spot television’ itch .o.ter serait Acree ele ese Thousand dollars Ill 125,012 IV 163,060 I na. 
Consumer price index 
AL ROMS § 3 ceil, recess eae ates ales een 1947-49 = 100 126.6 126.8 127.3 127.4 127.5 127.4 127.5 
Durables. 202 soccer aniaeiue deere 1947-49 = 100 111.0 110.0 110.9 HO.7 es W10:8 110.2 110.3 
85 Nondurables os eet cs ates onte aie 1947-49 = 100 119.9 120.3 120.7 120.9 121.0 120.7 120.8 
Servicesits Jp t eye tee tosis. sie 6 sere avarmlers 1947-49 = 100 150.3 150.8 T5ie2 151.3 151.4 151.7 151.9 
Food oie -5 Recieve. tt ors Sanam nicer hecearene 1947-49 = 100 120.1 120.2 120.9 U2 al 121.4 121.3 121.4 
87 Appareli:.. scratches. vse cased Siveae 1947-49 = 100 109.3 110.5 111.0 T10:7 10:6 109.2 109.6 
Housefurnishings « . \s/ctererts srs. aguaeriece woes < 1947-49 = 100 103.5 104.1 104.0 104.0 103.9 103.6 103.7 
89 Appliantes:425.5. 358 ids uae ne ee we 1947-49 = 100 n.a. 82.1 n.a. n.a. 81.4 n.a. n.a. 
9'@ Automotive group... dives canes cisimeconnns 1947-49 = 100 135.5 132.4 138.3 139.1 139.0 139.0 137.9 
91 Personal..care «...<. heeinsa.couee one sma. 1947-49 = 100 133.8 133.9 134.0 133.9 1S3'7, 133.7 133.8 
Household services. <4... Seekiiees sce cee 1947-49 = 100 139.2 139.8 140.1 140.1 140.0 140.1 140.2 
95 __ Retail inventories: All stores‘ (S)........... Million dollars 25,200 25,340 25,360 25,420 125,470 25,180 n.a. 
Production and distribution 
Processed foods: Output (S)............. 1957 =100 110 110 110 109 109 110 n.a. 
97 Food wholesalers: Sales..............-. Million dollars 1,951.) 1,857, 2 91;882 1,916 r1,870 1,811 na. 
Food stores: Inventories‘ (S)............. Million dollars 3,040 3,020 3,000 2,990 13,050 . 3,040 n.a. 
Apparel: Output (S)..... lad Baul dentate 1957 =100 119 113 114 114 112 107 n.a. 
99 Apparel wholesalers: Sales............. Million dollars 259 222 229 252 155 n.a. 
Apparel stores: Inventories4 ($).......... Million dollars 2,780 2,790 2,780 2,780: 2,810 ~ °2;860 n.a. 
Furniture and rugs: Output (S)........... 1957=100 119 119 115 114 r113 109 na. 
101 Homefurnishings wholesalers: Sales....... Million dollars 232 239 242 233 r224 169 n.a. 
Furniture, appliance stores: Inventory’ (S)... Million dollars 2,100 2,060 2,030 2,040 £2,000 _ 1,960 n.a. 
Appliances: Output (S)................. 1957 =100 116 110 TA2 114 r117 115 na. 
103 Television and radios: Output (S)......... 1957 =100 87 93 82 78 82 r80 95 
Appliance wholesalers: Sales............ Million dollars 366 371 359 361 1375 318 na. 
Autos: Output (S)\ ane. ote Gee nee 1957 =100 114 119 123 109 oF, 78 73 
105 Automotive wholesalers: Sales........... Million dollars 557 537 540 520 ~=r487 475 na. 
Automotive retailers: Inventories‘ (S)....... Million dollars 4,920 5,070 5,240 5,300 5,270 4,980 na. 
1—New or extensively revised series. Comparable data for previous periods will be made available on request 2—Based on seasonally adjusted data at annual rates 
3—Beginning January 1960, figures for Alaska and Hawaii are included 4—End of period 5—Includes life insurance premiums 6—Eleven or more stores 7—Tox-paid 


S—Seasonally adjusted A—Annual rates n.a.—Not available p—preliminory r—Revised e—Estimate |HV—Denotes quarterly figures 
* A Graphic Guide To Consumer Markets, prepared by The Conference Board, sponsored by Life. This table provides the information required for the updating of the indicated charts in the Guide 
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Selected 


Business Indicators 


Chartbook Series Unit ee eee SPO Oe tare iho. 
Pages February January 7 December 7 February 
Industrial production 
ARCANE RB SS ete came 2 neat doh Se Sia MR att 1957=100 S 102.0 102.4 103.1 109.6 
1 Wurablestinatwufacturiernsen wees cis ne homeo eo ae 1957=100 S 94,5 95.0 95.9 109.4 
INondurablesimantfacturinge. sc). 2 saris cei oiete « 1957=100 S 110.0 110.3 aes 111.5 
UNDG abbots ney Becae a ec ee Er AERA acne ten ona oles 2 eae 1957=100 S 96.5 98.2 97.7 96.0 
AGLaIN STS yaaces beet eta a i Li hdees Bam ny teens Gf ar cnor a ears ae 1957=100 S 126.0 125.0 124.8 120.7 
Wholesale prices 
AIcommodities:. ax sass opakennst cl osvnicle dincastocnese. + 1947-49 = 100 120.0 119.8 119.5 119.3 
4 Harmnprocductst aor ateiakwercrae sve cine teRteie ns = een kerene acre 1947-49 = 100 90.3 89.7 88.7 87.0 
iIRracessed toodSimnsneccacto iin creche hewetondanine nar acre 1947-49 = 100 110.5 109.8 109.3 105.7 
inidustrialicommoditieswmrs. wane acme tons Sees oe 1947-49 = 100 128.0 128.1 127.9 128.7 
Consumer prices 
PAUL SICCITISE SES wean mers taper ere peueceet ier Gale otore. 350. 5 194 iendss. eaoite ts 1947-49 = 100 PAG Is) 127.4 127.5 125.6 
5 SEE OO Cl bey aire oesrree a eats pes ierat chew es Rec svar chaital bey shen Posse oearareremt 1947-49 = 100 121.4 121.3 121.4 117.4 
Allvothercomimoditiess cisco eerie se susie s ale seesers 1947-49 = 100 11555 115.4 115.9 116.0 
RG Ces, aug. nari tacts Oe, Hea Sed Hn ee volo cea 1947-49 = 100 143.1 142.9 142.8 141.0 
FATIVOEN Er SERVICES Mis Minions crus ara ny bees oe 1947-49 = 100 154.2 154.0 153.6 150.9 
Prices received and paid by farmers 
6 RIES PECCLV eden mati lorr inte sosks Weiss che: eons 0c ake vad 1910-14=100 244 241 242 233 
IBEIGESED AIC? aie dean) fete yeh ht Sioucsin aa ede ea ags be 1910-14=100 302 301 298 299 
BaAiPVaiallOs wee Roe rai ans Oetiker osc eke cur divans 1910-14=100 81 80 81 78 
Employment and unemployment 4 > 
Civilian labor force: unadjusted.................. Thousand persons 70,360 69,837 70,549 68,449 
7 Civilian labor force:.adyusteds j7ee... ent wae aeae Thousand persons S 71,943 71,481 71,118 69,989 
Civilian employment: unadjusted................. Thousand persons 64,655 64,452 66,009 64,520 
Civilian employment: adjusted................... Thousand persons S 66,792 66,514 66,407 66,653 
Wenployment tates. 0. ean ok La emer ews © TAS 6.8 6.6 6.8 4.8 
Nonfarm employment 
PO Ea Aree ae re eS SU aN whet Me Thousand persons S 51,996 52,273 S2,220 52,972 
8 IMINO RENCE ALOU Ea Oke o cae. alan ey idit a anit woes Mea Thousand persons S 153527 15,677 15,790 16,567 
INonmianufacturingn). 05 aeite. ati ccm ete etches han ee Thousand persons S 36,469 36,596 36,431 36,405 
Factory production workers in durables............ Thousand persons S$ 6,349 6,484 6,579 US 
Factory production workers in nondurables......... Thousand persons S 5,106 5,123 5,122 5,282 
Labor market conditions 
Pelp-wanted index. 5 eaecie as ars «dh eed MO ak ee 1957=100 S 79.3 79.9 79.0 110.1 
9 Winemploymentsrate’inrs tees a hiete a. OoEaaeiee eee TS 6.8 6.6 6.8 4.8 
NGCESSI OM TALE). coms sehl cng MEATS Uae ee is Sense ee iis n.d. Sat 2.9 3.76 
TiO) Iai ghey 4 Al) eee, ahh. aoe teie haa reas hen bec cat a tere tas: n.d. 22 2.8 1.06 
Average weekly earnings of production workers 
10 Average weekly €armings) sais 22 ce o- slaaeie sadn epee Dollars 90.02 90.02 89.55 91.14 
IAVELALS Weekly, MOUTSi aie acest gets Crab anne ale Hours 38.8 38.8 38.6 39.8 
Average bourly earnings tieaec.% njatwtemee erat Rene Dollars IN as 2.32 2.32 2.29 
Personal income 
TOBY shyt SPL sate Ra a Se Do ae eee Billion dollars S A 405.9 406.6 406.9 395.7 
11 TO AO ICONIC E Ma Srey Pees er beer aaa, Cesc Billion dollars S A 281.4 282.4 282.4 279.3 
GOES AMCOMTEI NR aes ceed tee No ncieee ot tats enhst thank beara TA sre Billion dollars S A AS Sih 133.6 TS 3ai 125.5 
pikanicterppayIMeNts. oa niin Gc atache atl ceisler nisnarsm nan ses Billion dollars S A oe2 31.0 30.9 PAY 
Instalment credit!® 
ERC CMSIOUS Haire Lye See EMR tot re Aon cue cust see es Million dollars S$ n.d. 3,869 4,007 4,1606 
14 IN GDOVAMETIL SH a een ne yi em oot anti ace enews ial cea ae ip areutionenes tele ye Million dollars S n.d. 3,972 3,931 3,848b 
Change moutstandings 420); sence aqeac easy aus: Million dollars S n.a. —103 76 3106 
Amount outstanding: % .cgee- 4.5. 2 ESS Rta Million dollars n.d. 42,782 43,281 39,738b 
New construction 
GING call ee at et tas ARM ree tc ena Million dollars SA 54,433 54,835 56,405 54,889 
1 8 PRGU ACE ULCER eee sot yt then crs wt ren moon opmetc © ower Million dollars SA 37,331 37,884 38,640 39,709 
Moteur UC teres reenact anew Eomee nee acin: Million dollars SA 17,102 16,951 17,765 15,180 
Erivate nonianny residential... . gy te ¢2 sve aad seus « Million dollars SA 19,845 20,432 PINS 22,536 
Private nonresidential J. ii: ei. ocala eer nite «ik Million dollars SA 10,749 10,712 10,393 10,224 
Business sales and inventories 
1 9 phocaleinvent Oeste eee ere mitecn A aren caer yet Xero yaue Million dollars S n.d. 91,900 92,300 90,5006 
ERO CAGALEG puma meta cate ia Rencioee Paden oils oehe te Million dollars S nN.a. 58,500 59,400 61,6006 
itiventory=sales ration acm aes ose ance eels oe cl sheede ars * n.d. icon 1:55 1.47b 
Retail trade: Sales and inventories* 
EVEN Onecorien: Ihe meets once agen: eine, teres Million dollars S n.d. 25,180 25,470 24,4906 
20 ARES cco ty eteges cal eas etme SLOT a ECHO. of io yukon Million dollars S 17,821 17,675 AONE 18,100 
Inventory-sales ratio: Durables................... so: n.d. 2.14 2.15 1.91b 
Inventory-sales ratio: Nondurables........:...... Lg n.d. aaa 1.09 1.096 
Manufacturers’ Sales and inventories 
iaVenit OPLES ents ac tate ete ne dais w Starts Grameen oes Million dollars S n.d. 53,530 53,640 53,3106 
21 Sa ee as rhahd nie cade hele pee ee Ler ei Mie A Million dollars S n.d. 28,590 29,140 31,1105 
Inventory-sales ratio: Durables................... * n.d. Ropes 2.26 1.99b 
Inventory-sales ratio: Nondurables............... Ee n.d. 1.49 1.47 1,445 
Merchandise exports and imports 
1S g BLO) fig Pye a aaa toh ihc. clever ovolonther a Got th Det CCL SRE oe Million dollars n.d. 1,647 1,797 1,561b 
22 Lit pOKtsy, cae 6 Pe ee Hero eee nes ht ean asi Million dollars n.d. 1,124 P57 1,143b 
PER DOnC SUL pl Usta at ee tan ee ere i Gen canara Million dollars n.d. 523 640 418b 
Federal budget receipts and expenditures 
23 Detense Expendicuned atc tp etisee eee coe ees Million dollars 3,462 3,408 3,862 3,386 
For quarterly data see below 
Money supply and turnover 
Money supply 22 eat eee etek tite ete it, Phcietfereusntemeial Billion dollars 249.4 251.6 251.4 239.6 
24 Demand deposits adjusted and currency”.......... Billion dollars S 139.3 140.6 139.0 139.1 
Deposit turnover: New York City................ TTS A 63.7 57.0 57.8 58.5 
Deposit turnover: 337 other centers............... TTSA Ppl DSi 25.1) 26.4 
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Selected Business Indicators (Continued) 


1961 1960 
Chartbook Series Unit eis te ee ewes fe 
Pages“ February p Januaryr Decembery February 
Bank loans, investments and reserves 
Loans, 9/4; ety Oo ae Dee eR aE ee Million dollars 99,558 96,773 100,539 94,111 
2 5 Investments in, os cosicioe cad. etore tiie iramoerenst esis Million dollars 66,458 66,467 65,699 60,294 
CORB: loans os sate pienicnnes oraten te ate oe eee Million dollars 37,399 37,462 38,942 36,618 
Neti free reserves". hid sanee oo pe tie co oe al Million dollars 512 695 682 —361 
Interest rates 
Corporate Aaa’ Bondsitgocns sce etic eaten nates % per annum 4.27 4,32 4.35 4.56 
26 Commercial paper, 4-6 months................... % per annum 3.03 2.98 3.23 4.66 
Government Securities: Long-term bonds.......... % per annum 3.81 3.89 3.88 4.22 
Government Securities: 3-Month bills............. % per annum 2.408 2.302 2.272 3.954 
Diffusion index 
27 Difftision lindex: 2 sacle aro ccrekysiece sea here eee eae tit —S.17 —4,00 —4,.25 —1.50 
Diffusionsindexyecumulative scm gee cee eee ttt 24.61 27.78 31.78 46.77 
Industrial prodtiction.:.. snus ies a cok craeae oe 1957=100 S 102.0 102.4 103.1 109.6 
Eight sensitive business indicators 
Residential building contract awards.............. Thous. sq. ft. fl. sp. S 86,228 107,730 104,067 99,867 
Commercial, industrial building contract awards.... Thous. sq. ft.fl.sp.S 32,491 33,276 39,123 33,104 
New orders; durables yt... wie as See cm ee aero cis Million dollars S 13,300 13,000 13,200 14,800 
28 Average work week shih aati asus cae ieee obec Hours S 39.0 38.9 38.2 40.0 
Raw materials prices. gappet ieen nes home piece 1947-49 = 100 84.6 82.9 82.0 84.2 
Stock prices; industhials* ocr, metre ee ee one 1941-43 =10 65.45 63.07 60.10 58.88 
New incorporations }4.heiccieos sentaeen eee amie Number S 13,237 13,754 14,182 15,248 
Business failuréss 2c c5cs coasts ey eee else ee Number S 1,430 1,344 1,492 1,198 
Chartbook Sante iis 1960 1959 
Pages* IV III II IV 
Quarter p Quarter Quarter Quarter 
Gross national product 
y) Total: .. cic cect ts Rome aie i on ae Dae eae Billion dollars S$ A 503.5 503.5 505.0 486.4 
Change in business inventories.................%. Billion dollars S A =3.0 0.6 Sh 4.7 
Final. demand?! (50 Sea UUs drdais cna wee eee Billion dollars S A 506.5 502.9 499.7 481.7 
Components of gross national product 
Personal consumption expenditures............... Billion dollars S A 330.8 328.3 329. 319.6 
3 Gross private domestic investment................ Billion dollars S A 66.0 70.8 75.5 70.8 
Net exports of goods and services...............5. Billion dollars S A 4.6 Seal 2.0 —0.4 
Government purchases of goods and services....... Billion dollars S A 102.1 100.7 98.6 96.4 
Disposition of personal income 
Pérsonal incomes. 52-4. Sic oe een Onis Billion dollars S A 408.5 408.0 404.2 389.0 
12 Disposable personal income.........-...000eeeees Billion dollars S A 358.1 357.5 354.1 342.4 
Personal consumption expenditures............... Billion dollars S A 330.8 328.3 329.0 319.6 
Saving as per cent of disposable personal income.... Per cent ? 7.3 8.2 at 6.7 
Discretionary income 
Discretionary incomes . sj..25)./\.1s)sisie ae «alee eee pres Billion dollars S A 122.4 124.7 123.9 118.4 
Discretionary fund. .20eaays ss ack eiuemie rereranes ie Billion dollars S A 171.8 174,3 176.2 168.6 
13 Per cent changes over previous quarter: Personal dis-. 
posable incomes, Bemientae cetst: ots teeter e ee eee Per cent 0.2 1.0 2.0 1,2 
Per cent changes over previous quarter: Discretionary 
INCOME) 3s dieidis ofa ee HO es oy Ree tee ae ee Per cent —1.9 0.6 1.6 0.8 
Corporate profits!’ 
e Net before taxes oo iaaswncrt otis rion caverns Billion dollars S A n.d. 41.5 45.7 45.36 
1 5 Tax liability. [U5 caves evar itrenes ter nit a ate sl agers Billion dollars S A n.d. 20.3 22.3 22.36 
Net. profits fc 9 nace Sener Oe cis OG aie teea ates Billion dollars S A n.d. 21.3 23.4 22.96 
Dividend paymentsic met oweie ve ol mts aarniete aie eryeie Billion dollars S A 14,1 14.0 13.9> 13.8 
Retainedearnings Alas cde. nee iene suas aes saan Billion dollars S A n.d. 7.3 9.5 9.36 
Business expenditures for plant and equipment 
Totals sc cig oe itty Siac cetera ch ce Tal earls tetrad torte eats oie tae Billion dollars S A 35.50a 35.90 36.30 33.60 
16 Manufacturingestcrie tee eee eee eee Billion dollars S A 14.404 14.65 14.70 12.85 
Nonmanufacturing: Public utilities................ Billion dollars S A 5.704 5.60 5.70 5.50 
Nonmanufacturing ::Othet 7. .ni eiciereisate ee eee erie Billion dollars S A 15.40a 15.65 15.90 15.25 
Capital appropriations : 
Appropriations; (12s. 0h cane ieee paar eae Billion dollars S A 2, 1.79 2.02 2:51 
1 7 Expenditures; o6 e202 he dita aeiese uae BR es ie aes Billion dollars S A 2.06 2,24 2.18 1.88 
Changelin backlogs?! si ueeteei on elaine ies Billion dollars S A —0.01 —0.58 —0.29 0.55 
New appropriations: Durablesis. 1a ant senate eee Billion dollars S A 0.71 0.83 1.03 1.26 
New appropriations: Nondurables................. Billion dollars S A 1.46 0.96 1.00 1.25 
Federal budget receipts and expenditures 
Receipts)... s5.4 5 cide aOeie comer sna bevels ecieee Million dollars 16,766 18,563 22,505 16,246 
23 Eexpendituresic Vania a stance cunnceh fe onan tanita ann eaters Million dollars 20,449 19,768 18,626 20,054 
Surplus or deficit. «Gis anaes s aes ee le earn Million dollars — 3,683 = 1 205 3,878 — 3,809 
For monthly data see above 
Sources: Federal Reserve; Deport of Commerce; Bureau of Labor Statistics; ments, Wednesday nearest end of period; net free reserves, average of daily closing 
Department of Agriculture; B. K. Davis & Bro. Advertising Service; Securities and figures. 16 Commercial, industrial and farm loans of weekly reporting member banks; 


Exchange Commission; Treasury Department; Moody’s Investors Service; F. W Wednesday nearest end of period. Starting with July 1958, not comparable to earlier 


Dodge Corporation; Standard & Poor’s Corporation; Dun & Bradstreet; National data; includes loans to non-bank financial institutions. !7 Includes Hawaii. 18 Gross 
Bureau of Economic Research; Taz ConrereNce Boarp. national product less change in business inventories. !* All data are before inventory 

1 Excluding farm and food. ? Including interest, taxes, and farm wage rates. Prices valuation adjustment. 2° Reflects cancellations, not shown separately. S—seasonally 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. § Includes data adjusted. A—annual rate. a—For the I Quarter of 1961, anticipated outlays are: 
for Alaska and Hawaii, beginning in 1959 for employment and new construction, in Total, 34.40; Manufacturing, 13.80; Nonmanufacturing, Public Utilities, 5.60; and Non- 
1960 for retail trade. § Unemployment as per cent of labor force. 7 Includes nonproduc- manufacturing: Other, 15.00. b>—January, 1960 for monthly data; III Quarter 1959 
tion workers. § Excludes personal contributions to social security included in com- for quarterly data. a geet pent r—revised, * End-of-month inventory, divided by 
ponents. ® Includes wages and salaries and “other labor income.” '!° Includes data for sales during the month. + Monthly rates per 100 employees. tt Debits divided by 
Alaska and Hawaii, beginning with January and August, 1959, respectively. !! Exten- deposits. {jt Diffusion index stated as the average duration in months of expansion or 
sions minus repayments. ! End of period. ** Includes grant-aid shipments. 4 Privately contraction, n.a.—not available. “ Chartbook of Current Business Trends (1961 
held; includes demand and time deposits adjusted to exclude U. S. Government and Edition), Tus Conrerence Boarp. Copies available to Board Associates on request. 


interbank deposits, and currency outside banks, !5 All member banks; loans and invest- 
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| Announcements of 


: Mergers and Acquisitions 
August 11, 1960—September 10, 1960! 


Acquirer 
Description and Assets in Millions 


[Concluded from March issue] 


Acquired Unit 
Description and Assets in Millions 


iH. W. Loud Machine Works, Ine. (over 
$1.0)* 


Aircraft hydraulics, etc., mfr. 


iLucky Tiger Mfg. Co. (over $.5)* 

Hair tonic, deodorant and ointment 
ie mir: 
(Lumber Industries, Inc. (n.a.) 
[Lynch Corp. ($7.9) 
Automatic glass forming and packag- 
ing and material handling machinery 
| mir. 
IM J M &M Oil Co. ($1.0) 
Oil lands owner, operator and lessor 


: 


(Magnetics, Inc. ($2.6) 
‘ Magnetic devices and static controls 
which employ such devices mfr. 


‘McGraw-Edison Co. ($177.8) 

_ Electric appliances and_ electrical 
equipment for utility and industry 
use 


‘Metal & Thermit Corp. ($24.8) 


Metals, industrial chemicals, 
welding materials mfr. 


and 


‘The Moxie Co.. ($.9) 
eorrote ingredients for soft drinks 
mfr. 


National Phoenix Industries, Inc. ($5.1) 
Beverages mfr. 


Newark Electronics Corp. ($4.0) 
Electronic parts distri utor 


North American Merchandising Co. 


n.d. 
Diversified products marketer and 
merchandiser through supermarkets 


Nuclear Metals, Inc. 
(Sub. of Textron, Inc.) ($265.6) 
etals and non-metals materials re- 
search and development 


‘Ovitron Corp. ($.1) 

. Electronic research 

Pathe-Deluxe of Canada Ltd. 
(Jointly owned by Pathe Labora- 
tories, Inc., a sub. of America Corp. 
($23.1) and Deluxe Laboratories, Inc. 

a sub. of Twentieth Century Fox 
Film Corp. ($151.7) ) 


Peabody Coal Co. ($171.3) 
Bituminous coal producer 


Pepsi-Cola Co. ($109.1) 
oncentrated syr for soft drink 
- mfr., bottler and seller 


Phelps Dodge Copper Products Corp. 
_ (Sub. of Phelps Dodge Corp.) ($417.0) 
Copper products mfr. and imported 
- cables distributor 


Pheoll Mfg. Co., Inc. 

(Sub. of Voi-Shan Industries, Inc.) 
($13.3) 

Industrial fasteners mfr. 


Philips Electronics & Pharmaceutical 
ndustries Corp. ($36.3) 

(Controlled by Consolidated Elec- 
tronics Industries Corp. 
Electrical, electro-mechanical and 
electronic products, chemical and 
animal] health items mfr.; pharmaceu- 
ticals dealer; islands uti ity service 
operator 
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U.S. Industries, Inc. 
(Montebello div. of) (n.a.) 
Landing gear and other aircraft equip- 
ment mfr. 


Lee Drug Co. (n.a.) 


Northwest Lumber Co. (n.a.) 


Symphonic Electronic Corp. (n.a.) 
Hi-fi and stereo phonographs and 
other electronic items mfr. 


Fortune Petroleum Corp. 
(Assets of) (n.a.) 
Oil producer 

Kemco Corp. (less than $.1)* 
Industrial control panels mfr. 


American Laundry Machinery Co. 
(Assets of) (n.a.) 
Laundry equipment mfr. 


Orefraction Minerals, Inc. 
(Resources and facilities of) (n.a.) 
Granular and dry milled zircon sup- 
plier 

United Mfg. and Engineering Corp. 

(n.a.) 

Special trailers and aluminum storage 
tanks for the military mfr. 


American Shopping Centers, Inc. ($15.2) 
(70% of stock of) 


Shopping center operator; bakery 
products mfr. 
Milo Electronics, Inc. (New York) 


(n.a. 
Electronics parts distributor 
Metropolitan Lithograph & Publishing 
Co. (over $.5)* 
Greeting card mfr. 


Crowell Tube Co. (over $.1)* 
Small diameter metal tubing mfr. 


Hodge Controls (n.a.) 
Electronic components and motors 
mfr. 


Shelly Films, Ltd. (Canada) (n.a.) 
Motion picture and television film 
processor 


Gulf Transit Co. (n.a.) 
(50% interest in) 
(Purchased from Virginia-Carolina 
Chemical Corp.) 
Coal hauler 

Mid-South Towing Co. (n.a.) 
(Increased ownership to 50% by pur- 
chase of 16% interest from Virginia- 
Carolina Chemical Corp.) 
Coal hauler 


Pepsi-Cola Bottling Co. 
Nev.) (n.a.) 
Franchised dealer 
Edlen, Inc. (n.a.) 
Electrical cable connectors mfr. 


(Las Vegas, 


Mercury Tool & Die, Inc. (over $.5)* 
Tools, dies, gauges, jigs and fixtures 
and special machinery mfr. 


Columbus Pharmacal Co. (over $.1)* 
Ethical drugs mfr. 


; Acquirer 
Description and Assets in Millions 


A Acquired Unit 
Description and Assets in Millions 


Philips Roxane, Inc. 
(Sub. of Philips Electronics & Phar- 
maceutical Industries Corp.) ($36.3) 
(Sub. of Consolidated Electronics 
Industries Corp.) 
Chemicals and pharmaceuticals im- 
porter-exporter 

Piggly Wiggly Stores (San Diego, Calif. 
area) (n.a.) 

Polycast Corp. ($1.4) 
Plastic sheets, lenses, photographic 
filters and plastic products mfr. 


Producing Properties, Inc. ($25.4) 
Oil and gas properties investor and 
operator 


Production Publishing Co. (n.a.) 
Trade magazines publisher 

Progress Mfg. Co. ($36.0) 
Residential lighting fixtures, range 
peed, exhaust and ventilating fans 
mfr. 


Pyroil Co., Ine. (over $.1)* 
Gas and oil additives and oil and air 
filters mfr. 


Racine Hydraulics & Machinery, Inc. 
($4.9) 


Hydraulic pumps, valves and con- 
trols, cutting machine tools, machines 
for railroad track maintenance, etc., 
mfr. 
Radiation, Inc. ($10.7) 
Advanced electronic equipment and 
systems designer and mfr. 
Rap-in-Wax Co. ($4.9) 
Flexible packaging materials converter 


Reed Roller Bit Co. ($24.1) 
Oil well drilling bits mfr. 


Reeves Brothers, Inc. ($39.7) 
Textile mfr. 


Reliance Mfg. Co. ($28.4) 
Parachutes and men’s and women’s 
apparel mfr. 


Robin Hood Flour Mills, Ltd. (Canada) 
(Sub of International Milling Co.) 
($106.9) 

Flour producer 


F. S. Royster Guano Co. ($29.2) 
Fertilizers, chemicals and allied prod- 
ucts mfr. 


Rudolph Brothers, Inc. (n.a.) 
Retail credit jewelry chain operator 


St. Regis Paper Co. ($494.5) 
Printing, kraft and publication papers, 
paperboard containers, folding car- 
tons, etc., mfr. 


Sargeant Citrus Products, Inc. (n.a.) 


Edward Schnider Fuel Oil Corp. (n.a.) 


Scovill Mfg. Co. ($103.3) 
Smelting and refining of nonferrous 
metals—including rolling, drawing, 
extruding, and nonferrous foundries 


Seaboard Allied Milling Corp. ($21.5) 
Flour miller, grain storage and bakery 
operator 


Shell Oil Co. of Canada, Ltd. 
(Sub. of Shell Oil Co.) ($1,767.3) 
(Controlled by Royal Dutch Shell 
Group) 
Integrated oil producer 


Chemico Laboratories, Inc. (n.a.) 
Ethical drugs mfr. 


Buy & Save Markets (n.a.) 


Optical Plastics Corp. (n.a.) 


Christiana Oil Corp. 
(Substantially all; interestsin deiveetie 
producing oil, gas and LP gas proper- 
ties of) ($2.9)? 

Furniture Retailer (n.a.) 
(Published by Haire Publishing Co.) 


General Offset Printing Co., Ine 
(Assets subject to liabilities of) (n.a.) 


Master Specialties Co., Inc. (Savage, 
Minn.) (n.a.) 
Car washing brushes, car top car- 
riers and tool specialties mfr. 
Sarasota Precision Products, Inc. (less 
than $.1)* 
Aluminum hydraulic valves mfr. 


American Bosch Arma Corp. 
sast of Electronic Services div. of) 
n.d. 


National Packaging Corp. (n.a.) 
Packager of fruit, cookie and confec- 
tion trays, etc. 


Electrodynamic Instrument Corp.(n.a.) 
Electronic devices for the oil, aircraft 
and missile industries mfr. 


Curtiss-Wright Corp. ‘ 
sine plastic products business of) 
n.d. 
Curon plastic materials for wall cov- 
erings, etc., mfr. 

Puritan Skirt & Dress Co. (n.a.) 
Women's dresses and sportswear mfr. 


Blousemaker, Inc. (n.a.) 
Women’s blouses and shirts mfr. 


ee Milling Co., Ltd. (Canada) 
na. 
Feed mfr, 


Price Chemical Co. (over $.1)* 
Fertilizer mfr. 


3 stores in Lakeland, Sarasota, and 
Fort Myers, Florida (n.a.) 
(Purchased from the late G. Dewey 
Goff) 


Albert’s (Platka, Fla.) (n.a.) 
(Purchased from Thesdere Albert) 


American Sisalkraft Corp. ($7.7) 
Reinforced papers for packaging mfr. 


National Kraft Container Corp. (n.a.) 
Corrugated containers and other pa- 
per products mfr. 


Sunshine Groves (n.a.) 
Citrus fruit grower 


Town & Country Fuel Oil Corp. (n.a.) 


Gabriel Co. 
(Assets of International Couplings, 
Inc. div. of) (n.a.) 
Metal couplings for the petroleum 
and rubber hose industry mfr. 


Palma Ceia Shopping Center (Hay- 
ward, California) (n.a.) 
(50% interest in) 


North Star Oil Ltd. (Canada) ($65.7) 
(98.6% of the outstanding common 
stock of) 

Petroleum products refiner and mar- 
keter 


1See The Conference Board Business Record, November, 1957 and July, 1960, 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1959 mergers and acquisitions 


2 Purchase price, The New York Times, September 2, 1960 
* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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5. 
g 


Acquirer ial 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Ac 
Description and Assets in Millions 


2 Acquired Unit 
Description and Assets in Millions 


A. O. Smith Corp. ($140.2) 
(Controlled by Smith Investment 
Co. 
oe eccial water heaters, central 
heating and air-conditioning equip- 
ment, gas fired boilers, automobile 
frames and welded pipe mfr. 


Southern Natural Gas Co. ($382. 5) 
Natural gas pipe line system operator, 
natural gas and oil explorer and 
producer 


Southern Nitrogen Co., Inc. ($16.4) 
Anhydrous ammonia, nitrogen fer- 
tilizer solutions, urea and ammonium 
nitrate producer 


Standard Milling Co. ($11.1) 
Flour, feed and charcoal producer; 
grains merchandiser and storer 


Standard Toch Industries, Inc. (n.a.) 
Paints, varnishes, industrial finishes, 
and insulating compounds mfr. 


Star Super Markets (n.a.) 


Sterling Aluminum Products, Inc. ($8.6) 
Aluminum castings, compressor hous- 
ings, transmission cases, pistons, elec- 
trical connectors, etc., mfr. 


F. B. Stevens, Inc. 
(Sub. of Udylite Corp.) ($22.4) 
Plating and foundry industries equip- 
ment and supplies mfr. 


Stop & Shop, Inc. ($66.3) 
Supermarket chain operator 


Studebaker-Packard Corp. ($162.3) 
Passenger cars and trucks mfr. 


Sunshine Biscuits, Inc. ($83.3) 
Biscuit baker 


Sunshine Biscuits (Canada) Ltd. 
(Sub. of Sunshine Biscuits, 
($83.3) Biscuit baker 


Super Mold Corp. of California ($5.7) 
Retreading equipment mfr. 


Taylor Fibre Co. ($6.8) 
Laminated plastics and vulcanized 
fiber mfr. 


Tecumseh Products Co. ($55.3) 
Refrigeration compressors and con- 
densing units, air conditioning com- 
ponents, gas engines, etc., mfr. 


TelePrompter Corp. ($3.5) 
Closed-circuit television programs 
roducer; prompting devices mfr. and 
essor 


Tenney Engineering, Inc. ($4.8) 
Environmental equipment for simula- 
tion of climatic conditions, and re- 
Ao par and heating equipment 
mfr. 


Tidewater Oil Co. ($882.8) 
Integrated oil producer 


Inc.) 


Timely Clothes, Inc: ($10.4) 
Men's clothing mfr.; retail clothing 
and furnishing stores operator 


Times Mirror-Triangle Co. 
(Jointly owned by Times-Mirror Co. 
($75.3) and Triangle Publications, 
Ine. (n.a.) ) 
Graphic arts operations 


er & Engineering Corp. 


Production tooling designer and fabri- 
cator 


Transcontinent Communications Sys- 
tems, Inc 
(Sub. of Ht & B American Corp.) 
($15.0) 
Automotive parts and industrial sup- 
plies wholesale distributor 


Transcontinent Television Corp. (n.a.) 
(Affiliate of General Railway Signal 


0.) 
Radio and television station owner 


United Container Corp. 
Corrugated, solid 
boxes supplier 


U. S. Tele-Service Corp. (n.a.) | 
Television monitoring service and 
researcher 


n.d.) 
bre and cleated 
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Ranger, Ine. (n.a.) 
Cattle chutes, livestock scales, auto- 
matic feeders and related barnyard 
equipment mfr. 


Timcoat Corp. (n.a.) 
(Sub. of Brown & Root, Inc.) 
Pipe coatings mfr. and installer 


Millhaven Sales Corp. ($.4)1 
Anhydrous ammonia distribution and 
application facilities operator 


Fireside Marshmallow Co. (over $.1)* 
Cosden Paint Co. (over $.1)* 


Davis Suprex Market (n.a.) 
Red & White Super Market (n.a.) 
Rich Mfg. Corp. (over $1.0)* 


(Over 95% of common shares of) 
Engine valves mfr. 


Clark-Cooper Co. (n.a.) 
Chemical plant equipment mfr. 


Park N’ Bhop pic pore rate (Greenfield, 
Mass.) (n.a.) 
Supermarket operator 
Clarke Floor Machine Co. (over $1.0)* 
Floor maintenance equipment mfr. 


Fiesta Foods Corp. (Phoenix, Ariz.) 
(n.a.) 

Humpty Dumpty Potato Chip Ltd. 

(Canada) (n.a.) ioe 

Potato chips, ete., mfr. and distributor 

Trutred Tire Molds, Ine. (n.a:) 
Tire retreading equipment mfr. 

Dytronics, Ine. (n.a.) | F 
Die-stamped circuits for electrical 
and electronic applications mfr. 

Ohio Semi-Conductors, Inc. (over $.1)* 
Thermo electronic devices and com- 
ponents developer 


Abar TV Cable Co. (Eugene, Ore.) (n.a.) 
Community antenna television sys- 
tem operator 


Communication Measurements Labora- 
tory, Inc. (over $.1)* 
Electric generators and space systems 
instruments mfr. 


A. J. Cohoon Oil Co. (Columbia, N. C.) 


(n.a.) f 
Petroleum distributor 


Law, Inc. 
(Men’s clothing departments in 3 
stores of) (n.a.) 


California Rotogravure Co. (n.a.) 
Newspaper and magazine printer 


John J. Foster Mfg. Co. (n.a.) | fk 
Specialized products for aviation, mis- 
sile and space industries mfr. 


Pacific Fasteners Corp. (n.a.) 


Jerrold Electronics Corp. 
(9 community TV antenna systems 
and 2 microwave companies of) (n.a.) 


National-Missouri T.V., Inc. (n.a.) 
(Sub. of National Theaters & Tele- 
vision, Inc.) 


Bicking Paper Mills (n.a.) 
Paperboard for containers mfr. 


National Television Monitoring Co., 
Inc. (n.a.) 


Universal] Fuel & Chemical Corp. (n.a.) 


Utah-Idaho Sugar Co. ($48.9)? 
Beet sugar producer, livestock seller, 
and potato grower 

Warner Brothers Co. (over $1.0)* 


Foundation garments and packaging 
mfr. 


Weiboldt Stores, Ine. (n.a.) 


Westinghouse Air Brake Co. ($196.9) 
Air brake equipment, switch control 
and signal systems mfr.; construc- 
tion, petroleum, and mining industry 
equipment supplier 


Youngstown Steel Door Co. ($15.4) 
Steel freight car doors, and fixtures 
mfr. 

Yuba Consolidated Industries, Inc. 

($44.2) 
Gold and tin producer, heavy machin- 
ery and heat exchangers mfr. and 
structural steel fabricator 

Zale Jewelry Co., Inc. ($41.9) 

Retail jewelry store chain operator 

Zayre Corp. (n.a.) 

Self-service department store chain 


1 Purchase price, SPREE s Industrials, 
2 Includes assets of Layton Sugar Co. 


Shenango Plastic Co. (n.a.) 
Molded plastic shapes mfr. 

Polyvex, Inc. (n.a.) 
Extruded plastic shapes for automo- 
tive: engineering and building trades 
mfr. 

Boostair & Boostair Sales & Financial 

Corp. (n.a.) 

Heating and cooling air control equip- 
ment mfr. and distributor 

Layton Sugar Co. (over $1.0)* 
(99.8% of the outstanding stock of) 


C. F. Hathaway Co. ($4.4) 
(Purchased from investment group 
headed by Samuel J. Holtzman) 
Men’s and women’s shirts mfr. 


Laros, Inc. (over $1.0)* 
Lingerie mfr. 


Mandel Brothers, Inc. 
(Substantially all assets of) (n.a.) 
Dry goods and department store 
operator 


Petch Mfg. Co. (over $.3)* 
Pneumatic and hydraulic cyclinders, 
aircraft flight control units, etc., mfr. 


Petch Industries, Inc. (n.a.) 
Pneumatic and hydraulic cylinders, 
aircraft flight control units, etc., mfr. 


Pipe cone Manufacturers, Inc. (over 
Pipe couplings, elbows, and other 
fittings mfr. 


Coynco Products, Ine. (n.a.) 
Heat exchangers and other chemical 
and oil industrial products mfr. 


Hillman’s Jewelers (Canton, Ohio) (n.a.) 
New England Trading Corp. (n.a.) 


Bell Shops (n.a.) 
Nugents (n.a.) 
August 16, 1960 


Mergers and Acquisitions 
September 11, 1960—October 10, 1960! 


Acquirer 
Description and Assets in Millions 


A. J. Industries, Inc. ($12.6) 
Automobile and truck parts mfr. 


Aeco Corp. (n.a.) 
Oil and gas producer 


Aerojet—General Corp. ($108.8) 
(Controlled by General Tire & Rub- 
ber Co.) 

Guided missile and rocket com- 
ponents mfr. 

Aircraft Armaments, Inc. ($3.5) 

(Sub. of United Industrial Corp.) 
Electronic, electromechanical, aero- 
dynamics and ballistics applied re- 
search, development, and devices 
thereof mfr. 

Albemarle Paper Mfg. Co. ($41.7) 
heb paper and other paper products 
mfr. 

All Star Bowling, Inc. 

(Sub. of Acme Missiles & Construc- 
tion Corp.) ($1.3 

Missile launching platforms assem- 
bler, constructor, and installer 


Allan & Gray Corp. (n.a.) 
Allied Paper Corp. ($21.6) 


Book and specialty papers 
Christmas tree ornaments mfr. 


and 


_ , Acquired Unit 
Description and Assets in Millions 


Jessup Wood Products, Inc. (n.a.) 


Damar Production Co. (n.a.) 
Oil and gas producer 

Space Electronics Corp. 
ohare interest in) 
(Sub. of Pacific Automation Proda 
ucts, Inc.) (n.a.) 
Missile and space research 

B & F Instruments, Inc. (over $.1)* 
Electronic devices and electrome-— 
chanical instruments mfr. 


Armstrong Container Corp. (n.a.) 


40 lane bowling center (North Babylon, ' 
Y.) (n.a.) 


Paper Center, Inc. (n.a.) 


Charles E. Brown Printing Co. (n.a.) 
Printer 
Connecticut Co. 

(over $.3 
Accounting forms mfr. 


Manifold Forms 


[To be concluded ] 


1See The Conference Board Business Record, November, 1957 and July, 1960, 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1959 mergers and acquisitions 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 


BUSINESS RECORD 


aS Te es 


In the March Management Record 


The Budgeting of Salary Increases—The article reviews 
several of the advantages and disadvantages of the 
salary increase budget frequently cited by firms that are 
considered pace setters in salary administration. In- 
cluded is a discussion of the three leading approaches to 
budgeting: a budget based on a uniform per cent of base 
salaries; on a varying per cent of base salaries; and one 
based on a projection of individual salary increases. 


An Appraisal of Managers and Management Develop- 
ment—This is the text of a recent Round Table spon- 
sored by THE CONFERENCE Boarp that attempted a 
review of the widespread practice of appraising the 
performance of managers. The speakers pointed out 
some of the assumptions, usually unacknowledged, that 
underlie many appraisal programs; reported upon a new 
approach to appraisals that is being used to avoid the 
pitfalls of conventional appraisal methods; and dis- 
cussed the place of appraisals in a total program of 
management development. 


Pay Levels for Professional and Administrative Person- 
nel—This article analyzes the first in a series of annual 
nationwide BLS reports on compensation for selected 
professional and administrative occupations. The data 
cover: legal, engineering and scientific, personnel man- 
agement, office supervisory, and selected clerical and 
drafting occupations. 


WEEKLY INDICATORS CHARTBOOK: 1961 Edition 


Twenty-one full-page charts—one for each of the indicators reported regu- 
larly in THE ConFERENCE Boarp’s Weekly Desk Sheet—make this book an 
invaluable visual guide to the short-term trend of business conditions. A sup- 
plementary data booklet provides historical data for the twenty-one series on a 
weekly basis from 1946 through 1960. Initial copies of the chartbook are sent 
to Associates upon request, without charge. Additional copies at $2.50, with 
the Board’s usual discounts for bulk orders. (The chartbook, which comes in 
loose-leaf form, is punched to fit any three-ring binder. Binders matching the 
standard sets distributed by the Board in the past can be had for $2.) 


Spring Courses for Company Profit and Personal Proficiency 


Operations Research — Business Decisions 


Company Growth Through Diversification 


Pricing Policy and Practice 


Capital Budget and Capital Markets 


Electronic Computer & Company Economic Analy: 


Current Economic Trends (Using National Accounts) 


Forecasting the Business Cycle 


Productivity: Measurement and Meaning 


-— Economics for Executives 


Final enrolments now — each course consists of six sessions, two a day for three days, led by 
iy experienced authorities skilled in extracting business applications from the material. Collaborating 
with these experts are the Board's principal staff specialists in the various fields of economics. 


Write, wire, or telephone to register or to obtain further information. 


